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MINIMUM WAGE-HOUR LEGISLATION 


WEDNESDAY, MARCH 16, 1960 


Houser oF REPRESENTATIVES, 
SUBCOMMITTEE ON LABor STANDARDS OF THE 
COMMITTEE ON EpucaTion AND LaBor, 


Washington, D.C. 


The subcommittee met, pursuant to notice, at 10 a.m., in room 429, 
Old House Office Building, Hon. Phil M. Landrum presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, 
Ayres, and Hiestand. 

Also present : Representatives Wier and Holland. 

Also present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The committee will be in order. 

The Subcommittee on Labor Standards has convened to commence 
hearings on bills proposing to increase the minimum wage and extend 
coverage of the Fair Labor Standards Act. There are a number of 
bills introduced and referred to this committee. I am told there are 
some 67 which have now been introduced, all dealing with similar sub- 
ject matter and most of them generally to the same extent. We 
are not going to hear testimony directed to any one bill, 30 much as we 
want to hear testimony directed at what the increase in minimum 
wage will accomplish or will not accomplish, and what the extension 
of coverage will accomplish or will not accomplish. 

We had originally scheduled the opening of these hearings for the 
2d day of March, I believe, and for various reasons we have had to 
postpone these hearings from time to time. 

The meeting today takes up with the schedule as published just 
prior to March 2, showing the schedule for the month of March. 
This was the day originally scheduled for the witness who is here 
today. We are just picking up that schedule and will continue with 
it through the month of March, and as we progress, additional 
schedules will be made and announced. 

Today we have two witnesses appearing, the first one being Mr. 
Jacob Potofsky, president of the Amalgamated Clothing Workers of 
America. Mr. Potofsky is here at the witness table. His statements 
have been distributed to the members of the subcommittee. 

Mr. Potofsky, we will be glad to hear you in any fashion you 
desire, either reading your statement, and then submitting yourself 
to interrogation by members who might desire to question you, or if you 
desire to summarize and be interrupted as you proceed, it will be 
satisfactory with the committee. 


1 
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STATEMENT OF JACOB S. POTOFSKY, PRESIDENT, AMALGAMATED 
CLOTHING WORKERS OF AMERICA 


MINIMUM WAGE-HOUR LEGISLATION 


Mr. Pororsxy. I have a brief statement I would like to read first, 
Mr. Chairman. 

Mr. Chairman and members of the subcommittee, my name is Jacob 
S. Potofsky. I am president of the Amalgamated Clothing Workers 
of America. I would have preferred to appear after President 
George Meany, because Mr. Meany speaks for the entire labor move- 
ment. However, the schedule of this committee was revised, and I 
am glad to oblige and appear at this time. 

Our union represents 385,000 members in the men’s apparel and the 
service and retail industries. 

For close to half a century, our organization has been helping its 
members to improve their living standards and working conditions. 
For more than 25 years—from the dark days of the depression when 
we lent leadership to the important work of the National Recovery 
Administration in helping to bring about our Nation’s economic re- 
covery—we have had experience with Federal wage legislation. We 
know their effects on the men’s apparel industries and on the earnings, 
job opportunities, and general well-being of the thousands of men 
and women in these industries. From our experience with the service 
trades—the laundry and cleaning and dyeing industries—and with the 
retail trade, we know also the crying need of the workers employed 
in these industries for decent wages and living standards. 

Before discussing the proposed $1.25 minimum rate, as it bears on 
the men’s apparel and clothing service industries, I would like to 
speak about the $1.25 minimum in general. I do not think that any- 
one can argue seriously that the present $1 Federal minimum wage 
is adequate. The very fact that your subcommittee is deliberating 
the issue supports this view. Actually, the $1 minimum was inade- 
quate even at the time it became effective in 1956. Since then, there 
has been a substantial increase in the cost of living, which, apart 
from other important considerations, justifies raising the minimum. 
And there has also been a significant increase in productivity, which, 
in and of itself, indicates that the higher minimum is called for. But, 
aside from these two considerations and the inadequacy of the $1 
minimum even in 1956, I think we have to begin to think, in absolute 
terms, of raising the living standards of the low-wage groups. Our 
Nation has an abundant. economy and the possibilities for expansion 
are enormous, if we wil] but utilize them. We cannot, in 1960, be 
content with the same minimum living standards we accepted in 1938, 
1950 or even 1956. The sights we set for our minimum living stand- 
ards must. be lifted not only if we are to help those at the low end, 
but also if we are to give impetus to the expansion of our economy 
which our population growth dictates. 

Amalgamated members in the men’s apparel industries have a vital 
interest in the proposed amendments to the Fair Labor Standards 
Act. Our industries are consumer goods industries, and, as such, 
they are closely dependent on general economic conditions and on 
purchasing power. A substantial increase in the Federal minimum 
wage, and extension of the act’s coverage to some of the millions of 
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workers not now under its protection, will expand purchasing power 
where it is most needed and will do the most good. 

But we are also interested in the proposed amendments because 
the men’s apparel group includes some of the Nation’s traditionally 
low-wage industries. The workers in these low-wage industries are 
the ones who require an increase in the Federal minimum and will be 
directly affected by what your subcommittee decides. 

I am here today to present the essential facts regarding the appli- 
cation of a Federal minimum wage of $1.25 an hour to the men’s 
apparel industries; when we talk about apparel, we mean not only 
clothing and pajamas and neckwear, but all the things that men wear, 
and the great need for the extension of the Fair Labor Standards Act 
to the laundry and dry cleaning industries. Others have or will tes- 
tify on the need for the extension of coverage to other groups and, on 
this point, I wish merely to state that they have our unqualified sup- 
port. Most of the workers without coverage are unorganized and 
cannot protect themselves. Nor are they sufficiently protected by the 
meager State minimum wage laws. Extension of coverage to these 
workers is long overdue, and its importance cannot any longer be 
bypassed. 

Before moving along to my major presentation, I would also like 
to refer to Puerto Rico. In the interest of achieving the objectives 
of the Fair Labor Standards Act, and for the sake of equity, I urge— 
along with the 25 cents an hour increase in the mainland minimum 
from $1 to $1.25 an hour—that there be a comparable increase in the 
minimum rates for Puerto Rico. 

And now to the basic facts relating to the effects of the $1.25 mini- 
mum on the men’s apparel industries and the need for extending cov- 
erage of the act to the workers in the laundry and dry cleaning 
industries. 

For the subcommittee’s more careful study and for the record, I 
am also submitting a supplementary statement with a detailed analysis 
of the facts and figures. Fifty copies of such a statement have been 
delivered to your committee. 


A $1.25 MINIMUM AND THE MEN’S APPAREL INDUSTRIES 


With regard to the men’s apparel industries, the essential facts are: 
(1) A substantial increase in the Federal minimum wage is 
needed to improve the wage levels of the lower paid men’s apparel 
workers so that they may begin to approach a minimum standard 
of living; 

(2) A Federal minimum wage of $1.25 an hour will not result 
in undue increases in costs in the men’s apparel industries and 
will help to alleviate unfair competition based on substandard 
wages and to increase stability in these industries; and 

(3) Past experience, in the men’s apparel industries, has been 
favorable under the Fair Labor Standards Act. 

The wages of the lower paid men’s apparel workers are too low 
to provide a minimum standard of living. 

Substantial proportions of workers in the men’s apparel industries 
do not earn enough for even a minimum standard of living, according 
to wage studies made in the past few years by the U.S. Bureau of 
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Labor Statistics. In the men’s and boys’ suit and coat industry, BLS 
found that, in March 1958, 21 percent of the workers were earning 
less than the proposed $1.25 minimum. In June 1959 BLS found that, 
in the men’s and boys’ furnishings and work clothing industry, 42 
percent of the workers in metropolitan areas and 74 percent of the 
workers in nonmetropolitan areas were earning less than $1.25 an 
hour. 

This means that, if these workers were working 40 hours a week, 
52 weeks a year (which, parenthetically, is uncommon in the needle 
trades), they would still be making less than $2,600 a year. Is this 
a living wage? Isthisan American standard of living? I think not, 
And neither does the Government of the United States. For the BLS 
in its last pricing of its city worker’s family budget, in October 1951, 
Aatdieial the annual cost of the budget in 34 cities. The average 
annual cost for the 34 cities came to $4,166 a year, or approximately 
$2 an hour. And this was in 1951 and was for what BLS describes 
as a “modest but adequate” standard of living. 

The effects of a $1.25 Federal minimum wage on the men’s apparel 
industries : 


MINIMUM WAGE-HOUR LEGISLATION 


THE EFFECT ON COST 


The men’s apparel industries could adopt a minimum wage of $1.25 
an hour without undue difficulty. In the men’s clothing industry— 
that is, the men’s suit and coat industry—the effect on cost would be 
negligible; in the cotton garment branches—shirts and pajamas—it 
would be slight. We estimate the effect of a $1.25 minimum in the 
men’s suit and coat industry to be an increase of 1.7 percent in labor 
cost, or about 14 cents on the average suit, with the increase in total 
cost amounting to only 0.4 percent. In men’s furnishings, work cloth- 
ing, and allied garments, the increase in labor cost would be 7.9 percent, 
and the increase in total cost only 1.7 percent. The increase in labor 
cost of a typical dress shirt would be about 6 cents. The calculation 
of these percentage estimates will be found in my supplementary state- 
ment. 

As far as the men’s clothing workers are concerned, they will bene- 
fit primarily from the greater demand for apparel, which will result 
from the expanded purchasing power derived from the increase in the 
minimum rate and the extension of the coverage of the act, rather than 
from the direct application of the $1.25 minimum. 

The cotton garment workers will also benefit from the increased pur- 
chasing power, but, for them, the impact. of the $1.25 minimum will 
be direct, since a considerable number of them are now earning less 
than $1.25 an hour. Cotton garment wages are substantially lower 
than those in men’s clothing. These branches are not unionized to the 
same extent as men’s clothing, and a significant number of the workers 
receive substandard wages. It is the unorganized workers who are 
most in need of Government action to raise their wages. But I must 
also tell you that the continued existence of these groups of nonunion 
workers, at substandard wages, hinders the raising of the wages of the 
unionized workers, and that those unionized workers still earning less 
than $1.25 an hour would, therefore, also benefit from the Government 
action. 
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Let me repeat that the effect of the $1.25 minimum on total cost in the 
men’s apparel industries would be slight—less than one-half of 1 per- 
cent in men’s clothing and less than 2 percent in men’s furnishings 
and work clothing. But we must also face the fact that in any in- 
dustries with very substandard wages—that is, in those industries 
where the need for Federal action is greatest—the impact on cost will 
be greatest. It cannot otherwise be, and we must face the problem 
squarely. We must balance the increase in cost, such as it may be, with 
the basic needs and welfare of the workers in those industries and with 
the Government’s responsibilities under the Fair Labor Standards Act. 


UNFAIR COMPETITION AND STABILITY 


The declared policy of the act is to correct and, as rapidly as possible, 
to eliminate labor conditions detrimental to the minimum standards 
of living, which constitute “an unfair method of competition in com- 
merce.” In the needle trades where competition is very keen, we know 
full well the threat to both employers and workers of unfair competi- 
tion and the instability resulting from it. It was in these very indus- 
tries that the term “sweatshop” was born. 

Parenthetically, I am glad to see that a number of companies in our 
cotton garment industry are joining us in petitioning your committee 
for a minimum wage of $1.25 as a matter of fair competition between 
themselves. 

Healthy competition is essential to the vitality of our American sys- 
tem of free enterprise. But there is nothing healthy about competi- 
tion based on substandard wages, at the expense of the workers. It is 
vicious. It threatens not only our standard of living but our national 
welfare in the broadest sense. It also hurts the fair-minded employ- 
ers who are paying decent wages. They are kept at a disadvantage 
by the chiselers who exact their profits by condemning the families of 
their workers to living below or at the very margin of subsistence. 

I think you should know that there are a number of employers who 
are willing to pay the $1.25 minimum because they recognize its de- 
sirability. But they are restrained from doing so by the existence of 
the sweatshop producers. Because of the unfair competition, they are 
afraid to adopt the $1.25 minimum until it becomes national policy. 
The Government itself must establish a realistic wage floor to bring 
the wages of the workers at substandard levels—who are largely un- 
organized and unable to help themselves—up to a point where they 
more nearly approach a minimum of health and decency than is now 
the case. At the same time, the Government would be protecting those 
employers, who are paying decent wages, from the unfair competition 
of the sweatshop producers and would thereby be contributing to the 
stability of these industries. ‘ 

The men’s apparel industries’ past experience under the Fair Labor 
Standards Act has been favorable. 

_ When the original Fair Labor Standards Act was under considera- 
tion in the 1930’s, and again, when the amendments to it were under 
consideration, there were some outspoken individuals who warned that 
a nationwide wage floor would cause unemployment and have other 
enty faa consequences, and those complaints came largely from the 

eep South. Events have shown, however, that none of their fore- 
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bodings were justified and that, on the contrary, the Federal minimum 
wage has been a positive boon to our economy, both North and South. 

In the men’s apparel industries, our own experience with the Fair 
Labor Standards Act has been most favorable. The supplementary 
statement which I am filing with the subcommittee will go into the 
details of this experience in the major periods of adjustment under 
the act. Briefly, that experience shows that, during the three major 
periods of adjustment, not only did the average hourly earnings of 
men’s apparel workers increase, but so did employment in these indus- 
tries. It is important to note this, since the act itself states that its 
purpose is to be accomplished “without substantially curtailing 
employment.” Our experience has been that, in these periods, 
employment was not curtailed. 

Because of some of the men’s apparel branches are among the tradi- 
tionally low-wage industries, they have been the object of special 
study by Government agencies concerned with the effects of Federal 
minimum wage legislation. In the studies made by the Department 
of Labor of the 1940 wage order, the 75-cent minimum effective in 
1950, and the $1 minimum effective in 1956, the Department reported 
that the experience of these industrial branches was favorable. 

I daresay that the increase of the minimum wage from $1 to $1.25 
will likewise be favorable. 

Apart from specific effects noted by the Department of Labor, I 
want to point out that the men’s apparel industries have benefited in a 
general way, as the result of the Federal minimum wage and the in- 
creases in it. By setting wage floors which have expanded and main- 
tained purchasing power, the Fair Labor Standards Act has fortified 
consumer demand for consumer goods, including apparel. A realistic 
increase in the Federal minimum at this time, with its wholesome 
effect on the national economy, would have a similarly beneficial effect 
on the consumer demand for apparel. This is particularly true for 
the low-income families for whom there is a direct relationship between 
income and apparel purchases. 

Let me summarize with regard to the $1.25 minimum wage: A 
Federal minimum of $1.25 an hour is needed if the men’s apparel work- 
ers are to approach a decent living standard. It can be brought about 
without undue increases in cost. It will help eliminate unfair com- 
petition based on sweatshop wages and increase industrial stability. 
Our past experience with Federal minimum wage legislation has been 
definitely favorable. The supplementary statement which I am filing 
will substantiate these facts in detail. 

I should like now to pass on to a discussion of the need for the 
extension of coverage of the act to the laundry and cleaning and 
dyeing workers. 
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EXTENSION OF COVERAGE TO THE LAUNDRY AND CLEANING AND DYEING 
WORKERS 


Our Nation’s more than half a million laundry and cleaning and 
dyeing workers do not now, on the whole, have a minimum standard 
of living. Some 40,000 of them are members of our union, and we 
have made considerable headway in improving their wages and work- 
ing conditions. However, the overwhelming majority of the workers 
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in these industries are not unionized and do not have protection and 
benefits of union contracts. At the same time, protection through 
State minimum wage orders does not exist in many States and is 
grossly inadequate in others. Under these circumstances, Federal 
action is required to bring these workers up from their less than sub- 
sistence levels. 


STATE MINIMUM WAGE ORDERS DO NOT AFFORD ADEQUATE PROTECTION 


It is often assumed that laundry and cleaning and dyeing workers 
are protected by State minimum wage orders. The fact is that many 
States do not have such orders at all, and some of those which do have 
orders, their standards are very low. We have made a survey of the 
State minimum wage orders in the laundry and cleaning and dyeing 
industries, the details of which are reported in my supplementary 
statement. 

With regard to minimum wages, we found that only 28 States have 
minimum wage orders covering laundry workers or general orders 
under which laundry workers are included. Only 24 States have 
orders covering cleaning and dyeing workers or general orders under 
which they are covered. And, even in those States which have orders 
covering these industries, the protection afforded is far from adequate. 

To begin with, some of the orders are very much out of date, and, 
what is more, a number of them have not been changed since the 1950 
amendments to the Fair Labor Standards Act. In the older orders, 
it not surprising to find that the minimum rates provided are low. 
But even some of the States with orders dating from the 1940’s have 
‘ates of less than 30 cents an hour, rates which are on the books and 
effective now. What is even more significant, however, is that in the 
States which have revised their rates since the 1956 amendments to the 
Fair Labor Standards Act, there are rates as low as the 55 cents an 
hour promulgated in North Dakota only last year. 

And the situation with regard to overtime provisions is even less 
favorable, as is clear from my supplementary statement. 


WAGES OF LAUNDRY AND CLEANING AND DYEING WORKERS ARE 
SUBSTANDARD 


In view of the inadequacy of the State provisions and the lack of 
unionization in the laundry and cleaning and dyeing industries, it is 
not surprising, then, to find that the wages of the workers in these 
industries are substandard. The most recent survey of wages in these 
industries was made by the Bureau of Labor Statistics in 29 metro- 
politan areas and cities in 1955. When these figures are compared 
with the minimum budget figures at comparable time periods—both 
of which are presented in my supplementary statement—it becomes 
obvious that the earnings of laundry and cleaning and dyeing work- 
ers are generally substandard. Parenthetically, I would like to note 
that such wage increases as have taken place in these industries since 
the last BLS wage survey have hardly begun to bridge the gap be- 
tween the level of earnings and the amounts needed for a minimum 
standard of living. 

The Nation’s more than half a million laundry and cleaning and 
dyeing workers are an important segment of our economy and make a 
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valuable contribution to the health and standard of living in the com- 
munities in which they live and work. The facts I have presented 
here, which are detailed in my supplementary statement, make it clear 
that, on the whole, they do not now have a minimum standard of liv- 
ing and that the State minimum wage orders, where they exist, have 
not been effective in establishing decent living standards. Obviously, 
Federal action is needed to correct this situation. 

We have lived under the Fair Labor Standards Act for more than 
20 years. It has been and still is our national policy and a strong 
instrumentality for strengthening and expanding our economy. In 
spite of the fears of those who oppose this important measure, we 
have seen our Nation grow to great wealth and our standard of living 
to new heights. 

We have also seen that this act has provided a substantial cushion 
against some of our economic weak spots, for we still have “poverty 
in the midst of plenty.” Despite our tremendous national income, 
many of our people do not have a decent wage. The present minimum 
cannot give those who are covered by the act a decent wage, and many 
millions are not covered by the act at all. Despite increase in living 
costs, productivity, and general wage levels, we are still operating with 
an inadequate minimum wage. Despite the inadequacy of the State 
minimum wage orders, we have still taken no Federal action to protect 
those workers not covered by the act. 

A substantial increase in the minimum and extension of the act’s 
coverage would not only help the neediest families, who are a drain 
on our economy and public institutions, but would also protect those 
fairminded employers, who are now paying decent wages, from the 
unfair competition of the sweatshop producers. A higher Federal 
minimum wage and extension of the act’s coverage would immediatel 
be translated into purchasing power, since the low-income family’s 
dollar is never idle. This would stimulate production and employ- 
ment and would, in turn, help the merchants and the farmers. A 
Federal minimum wage of $1.25 an hour and extension of the act’s 
coverage would be a step toward an American standard of living 
and toward strengthening our national economy. 

I appreciate the time and attention this subcommittee has given to 
me and respectfully urge that you recommend adoption of H.R. 4488, 
the Roosevelt bill. 

Mr. Lanprum. We thank you, Mr. Potofsky. I have just two or 
three questions that to my mind deal with the fundamentals of this. 

Do you anticipate than an increase of 25 percent in the minimum 
would be accompanied by any like increase in the maximum or in the 
overall wage schedule from the minimum to the maximum? 

Mr. Pororsky. No; we are talking about minimums only. We are 
not asking you to do our job as a union. We negotiate with our 
industries for wage increases based on a lot of considerations. 

Mr. Lanprvum. It is one of the fundamental practices in our wage 
structure, is it not, that there are wage differentials existing between 
the minimum and the maximum as to our employees! Isn't that 
true? 

Mr. Pororsky. Of course there are. 

Mr. Lanprum. My question, then, is directed at that very thing. 
Assume that the minimum is increased to any figure—assume that it is 
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increased to the figure you have recommended here, $1.25, which is a 
25-percent increase—do you see any possibility that there would be a 
25-percent increase in the overall wage structure in the country / 

Mr. Pororsky. I do not, as I have indicated, and I want to give you 
an example. 

Mr. Lanprum. I want to know why. 

Mr. Pororsxy. I will tell you why. I will give you an example 
which will illustrate it. Take the largest company in the country, the 
Cluett-Peabody Co., whose representative will i after me; they 
employ approximately 9,000 people. This is the largest company in 
the needle trade. I have not had a consultation with them, but I dare- 
say, because their average hourly rate for all of their employees ap- 
proximates $1.60, they will be affected very little. I would not be 
surprised that they would not have 100 people in all of their plants 
that will in any way be affected. This proves that all that the $1.25 
minimum will accomplish will be to increase those 100 people out of 
the 9,000, and will not adversely affect prices. It will not necessarily 
mean that they have to raise all of their 9,000 people because this act 
is intended for the benefit for the low paid. It is not intended to be a 
general increase for all the workers. It never has been. 

Mr. Lanprum. You do not anticipate, then, that those who are 
now making 25 percent more than employees in the same industry 

Mr. Pororsky. We are a piecework industry. We have people 
making $1.50 and $2 an hour, and we have people who are working 
pretty close to the minimum on their speed, and so forth. 

Mr. LanpruM. Suppose we increase the minimum wage 25 percent, 
will that set off in this country a demand for a general wage increase 
throughout, whether they are affected by this law or not / 

Mr. Pororsky. Mr. Landrum, I can speak for my industry. Weare 
not going to ask for an increase as a result of the increase in the mini- 
mum wage. What it will do, Mr. Chairman, is simply to level the 
competition between the chiseler who is undermining the decent com- 
panies at the expense of the workers, and it will create that base of 
fair competition for all. It will not be, and it is not intended, cer- 
tainly not by the unions, to use that as a means of asking for an in- 
crease in wages. We have other ways of asking for an increase in 
wages. 

Mr. Lanprum. You have indicated, Mr. Potofsky, the percentage 
of increase that you feel would occur in the finished goods and clothing 
industry, and you have shown that to be relatively slight. 

Mr. Pororsky. Yes, sir. 

Mr. Lanprum. I would ask you this. Do you feel that there would 
be a corresponding increase in the cost of groceries put on the shelves 
for sale to these wage earners ? 

Mr. Pororsky. That depends on the level. I would say if all the 
people would be working at the minimum of the present time, yes, 
that will necessitate an increase. But that is not the case in our 
industries. 

Mr. Lanprum. Let me quote from page 6 of your statement in 
which you make this statement: In men’s furnishings, work clothing, 
and allied garments the increase in labor cost would be 7.9 percent. 
The increase in total cost only 1.7 percent. 
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Relatively speaking that is a small increase in the cost in both labor 
and the total cost of the product. Let us say we likewise increase the 
labor cost in the food industry 7.9 percent, would it not also result in 
a corresponding increase in the cost of food ? 

Mr. Pororsky. Not necessarily. It only means that the chiseler who 
has been below the subsistence level, who has been taking advantage of 
the fact that he has been underpaying those people, against those 
decent companies who are paying a fair rate, and the same thing I 
would say would apply in the food industry as it applies in the 
clothing industry, because they are well organized. Some of the 
large chains in the food industry are organized. 

Mr. Lanprum. Then it is your feeling that we could increase this 
minimum wage and see no appreciable increase or markup in the 
goods that we buy on Friday and Saturday after we get our wage 
checks ? 

Mr. Pororsxy. That is right. There may be some increases on the 
part of those who have been cheating their workers all the time. If 
their average wage is close to $1.05 or $1.10, they will have to come up 
on the whole. But that would be a single company, and not the indus- 
try. It is only the chiseler, the one who undermines the entire country. 

Mr. Lanprum. If your prediction holds true, and I would like to 
think that it would hold true, how do you account for the fact that 
each time we have had a wage increase, whether legislatively or other- 
wise, in our economy in the last several years, there has been a cor- 
responding increase in the cost of living, and a particularly noticeable 
one when you go to the very foundation of living, and that is the 
grocery store ? 

Mr. Pororsky. I call your attention to the studies made by the 
Department of Labor that blame was not on the minimum wage in- 
crease. Mr. Mitchell has testified and his thick volume has been 
analyzed by our research department, and we have found no such 
evidence. There have been increases in the living costs, but that was 
not due to the fact that we have increased the minimum wage. 

Mr. Lanprum. I would go to another point in your statement which 
I believe you made at the time you were reading from page 9 or 
thereabouts. You indicated that these substandard wages in the cloth- 
ing or garment industry were particularly prevalent in the Deep South. 
I believe the record would show that you used the term. Naturally I 
am interested in any wage structure of the Deep South, because 
I come from there. I have looked very carefully into the manufactur- 
ing, the weaving end of the textile industry in my own State of 
Georgia, and into the garment industry—not necessarily confined to 
men’s clothing, but the garment industry as we think of it as the 
sewing industry down there—and I find that the average wage in the 
Georgia textile mills today is $1.52. The average in the garment 
industry, where there is some piecework, as you have related, occurs 
in your industry—I don’t know just to what extent it would reach over 
into men’s suits, but it does reach most of the other garments manu- 
factured in my area—runs from about $1.16 to $1.28 an hour. I would 








think with such an average as that in view of your overall statement 
that you would not want to indict the Deep South quite so heavily. 

Mr. Pororsxy. I have not indicted the Deep South. On the con- 
trary, I want to testify for the Deep South. I have a very strong 
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position in the South. We have some 40-odd thousand members in 
the Deep South. We are the largest union in the State of Mississippi. 
We have a very substantial membership in your State, Mr. Lan- 
drum. I want to say to you that I am not an expert on textiles, and 
I assume the textile union and the textile industry will be represented 
here, but I want to say that my members in the South in your own 
State of Georgia—and you can verify this by asking the next wit- 
ness this question—as to what the average earnings of the Cluett 
Peabody plants in Atlanta and in Bremen and in Buchanan, where 
they have some 2,400 to 2,500 people employed, are. I submit that 
their average will be between $1.50 and $1.60, and probably closer to 
$1.60 and it is no different than the average in Massachusetts or in 
Troy, N.Y. Itis pretty close to it. 

When this company has to compete with the $1.16 that you men- 
tioned, obviously they are subjected to unfair competition. 

Mr. Lanprum. I related this $1.16 minimum as not being in the 
men’s clothing thing. 

Mr. Pororsky. I grant that. 

Mr. Lanprum. I referred to an entirely different operation. 

Mr. Pororsky. I will say that you will find plants in Georgia in 
our industry that are nonunion that will be even less than $1.16, as 
against the companies that we have under contract who are paying 
$1.50 and $1.60, Iam talking about the Deep South. 

Mr. Lanprum. I would disagree with that statement. 

Mr. Pororsxy. I would be glad to submit facts and figures, Mr. 
Landrum. It is not a question of disagreement. It is a question of 
the facts. 

Mr. Lanprum. I can read the facts and figures that I have. You 
have your opinion and I have mine. Let us go to another thought 
that I have, because I don’t want to usurp this time. I want to ask 
you another question, please, sir. 

Do you have any concern, if we raise these wages or continue to 
increase wages in the minimum, as to what the effect on our domestic 
industries will be from foreign competition ? 

Mr. Pororsky. I have a very deep concern. I believe that the 
time has come for our legislative representatives to take another look 
at our international trade setup. We have been distinctly disturbed 
by the situation as it has been developing in recent years. As a 
matter of fact, my general executive board has taken a very distinct 

osition at a meeting in Montreal in the month of July of last year. 
Ve made a formal statement, seeking relief administratively from 
the agencies of Government, from the Department of Commerce, 
Department of State, and Department of Labor, and we have sought 
to intervene with all these departments to obtain relief from this in- 
flux of garments in competition with us. 

Mr. Lanprum. I will ask you this question. 

Mr. Pororsxky. I will come to the point, Mr. Landrum, if you 
will give me a chance, because I cannot answer this on a yes or no 
basis. 

Mr. Lanprum. Goright ahead; I beg your pardon. 

Mr. Pororsxy. I say we have been very deeply concerned, and we 
are as opposed to competition based on the payment of low wages out- 
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side of our country as we are opposed to the payment of low wages 
within our own country. These are two separate and distinct opera- 
tions. We are seeking relief from the low-wage areas of Hong Kong 
and Japan, whose volume of imports from these countries has been 
increasing and constitute a grave danger to our economy. I have been 
and I still am for reciprocal trade, and I am not for breaking off our 
reciprocal-trade contracts, but, at the same time, we are seeking for 
relief in a manner that will be helpful to those countries and, at the 
same time, protect the employment and the standard of living of our 
own people. I think that these are two separate matters that should 
be handled separately and not to be cojoined. There may be some 
problems with which both are concerned, but I believe special legis- 
lation which is inspired by the philosophy and the objectives of the 
Federal Labor Standards Act, and which regulates the volume of im- 
ports from the low-wage countries, is needed so that we can insure 
that substandard wages which we are trying to eliminate at home 
should also be eliminated from abroad. This is a very important 
subject matter and should have proper attention. 

I want to say that I am one of those who do not want to run away 
from the problem. The problem has to be dealt with. But it does 
not have to be dealt with in the minimum-wage legislation. We are 
dealing right now with our domestic economy. 

Mr. Lanprum. Let ussee just a minute. Do you fear, Mr. Potofsky, 
that an increase in our wage structure at this time would bring about 
any appreciable increase in this foreign competition from Hong Kong, 
for instance ? 

Mr. Pororsxy. I think it cannot be answered that way. I think 
we have to deal with the problem separately. 

Mr. Lanprum. I would ask you this, in view of that statement: Is 
it true, then, that we may have the cart before the horse here? If we 
are recognizing that we have a wage problem that is causing us trouble 
with foreign competition, isn’t it equally true that we ought to recog- 
nize that we deal with that first, rather than to compound it further 
by an increase in the wages? I just ask the question. I don’t expect 
to change your philosophy. 

Mr. Pororsxy. If that is your question, I want to face it squarely. 
I want to say to you that we have an average wage in the clothing 
industry at $1.78, and you cannot compete with wages under any 
circumstances of 10 and 12 cents that obtain in Hong Kong. These 
are two separate matters. We have competition here and there. You 
cannot join them and say because Hong Kong is working for 10 and 
12 cents that we should reduce our living standards to the Hong Kong 
level. These are two separate matters. We have to deal with that 
under our tariff and other means of dealing with that problem, be- 
cause that involves our import-export and reciprocal-trade agreements. 
But we are dealing in the minimum wage with our domestic problem. 
Just because we have a low-wage level in Hong Kong and Japan does 
not mean that we have to stop living or we have to reduce wages. 

Mr. Lanprum. I don’t contend that, either. You and I, I am sure, 
could discuss this matter at great length and fill volumes on it, but 
there are others who desire to question. 

Mr. Roosevelt. 
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Mr. Roosevett. Mr. Potofsky, may I first compliment you for a 
most complete, and together with your supplement, a most helpful 
statement to the subcommittee. 

Mr. Pororsky. Thank you. 

Mr. Roosevetr. I think the statistics and the case you have made 
certainly must be most impressive. I would have one particular 
question. 

There is likely to be a tendency among certain people to say that we 
can only do one thing at a time, and to ask whether we should not per- 
haps increase the minimum and not touch coverage, or do the other 
and take care of coverage and not the minimum. My own view is that 
we must do both but I would like to have your statement on it. 

Mr. Pororsky. My opinion, Mr. Roosevelt, is very definitely that 
we must have both. It is not fair for our national economy to have 
millions of people below a living standard. It is not a healthy thing 
both nationally and internationally to have that kind of situation, 
because these people have not got the unions to protect them. Even 
if they have the unions, there is still need for a floor for hours and 
wages. When you go into the service trades you will find that you 
haven’t got a 40-hour week. I have here one of the ladies from Ohio 
who will teatify that she is working more than 50 hours a week in the 
cleaning and dyeing industry. 

I submit that you will find people in the retail field who are work- 
ing 56 hours wt | more. We have to have some sort of sanity in our 
country, and in the conduct of our national affairs. I would not 
sacrifice one for the other. I say we can afford to have both. We 
can afford to increase the minimum and we can afford extended cover- 
age tothe 714 million people who are not now covered. 

Mr. Roosrvett. Thank you, Mr. Potofsky. Incidentally, may I add, 
Mr. Chairman, that I wish that I could stay for the next witness. 
Unfortunately I have to go to a meeting with the leadership on the 
matter which is presently before the =; Bi I would particularly 
appreciate it if one of my colleagues would interrogate Mr. Garrison 
concerning the matter which the chairman just raised, foreign com- 
petition. He has submitted, or is going to submit, I believe, a draft of 
a recommended amendment which deals particularly with the imposi- 
tion of an import duty and/or the establishment of an import quota. 

My question on that, Mr. Potofsky, to you would be, would it not be 
possible without giving quite such a broad authority to limit it 
specifically to the differential in wages so that it was actually tied 
to that particular thing, and could not be used as either an economic 
Weapon or the old tariff wall to restrict free trade, but it would be 
used primarily to be an encouragement for the increase of substandard 
wages of other countries if we tied it specifically to that, and left the 
discretion only to that issue. Would you feel that was a reasonable 
restriction ? 

Mr. Pororsky. I believe we are entitled to relief on both issues, 
and I believe they ought to be handled separately. I believe that we 
ought to increase our minimum wages and extend our coverage, and 
then proceed to look into the revision of our reciprocal trade agree- 
ments by the proper committees to make an analysis of the facts and 
afford us relief. We can have relief in two ways. We have been for 
quotas, Mr. Roosevelt. We have not been able to get the Hong Kong 
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people to give us a quota. They don’t want to give us a quota. This 
is not a case where we are obligated in any way because Hong Kong 
is a British possession. Lo and behold, we are being swamped from 
Hong Kong. I say we are entitled to relief. We ought to speak up. 
I have been hammering away in the State Department and in the 
Department of Commerce for relief, because I believe we are entitled 
to relief, and we ought to be afforded that kind of relief administra- 
tively without waiting for legislation. 

But assuming that we cannot do it, I think the Congress of the 
United States ought to protect the American workers and our stand- 
ards by giving attention and having some sort of legislation to 
protect our interests. 

That does not mean to scrap the reciprocal trade. I believe we are 
entitled again to relief on both, just the same as you have asked me on 
the coverage and minimum wage. I would say exactly the same thing 
would apply to imports. We ought to give administrative and legis- 
lative consideration. You are the legislators. You ought to give us 
relief on situations such as we have been suffering from Hong Kong 
in recent months. I would not tie it up with minimum wages. I 
would have no objection to the Department of Labor having some 
sort of yardstick based on our wage standard so that indirectly we 
would increase the living standards of those people who are exporting 
their products to us at the wages of 8 and 10 cents an hour. 

Yes, I would have that. But that would be a separate proposition. 

Mr. Rooseverr. I thank you very much. 

Mr. Chairman, may I just say to Mr. Garrison, if he is in the room, 
I have read his statement and would certainly want to compliment him. 

Mr. Pororskxy. I think Mr. Garrison is not going to be here. 

Mr. Lanprum. Mr. Haley is substituting for Mr. Garrison. 

Mr. Hiestanp. Mr. Potofsky, I am very much impressed with your 
statement, but particularly also with your supplemental statement. 
I might suggest that this is not unfamiliar territory to me. A good 
many years ago before the garment workers were organized as they 
are, I happened to be one of the chief boycotters. I boycotted the 
sweatshops, and I saw a lot of them. We just did not have to place 
our business with sweatshop operators. It put us in a little tough 
competitive spot, but we were able to survive in at least those lines 
which I bought. 

Let me ask you a couple of questions. First, to the extent of the 
existence of sweatshops in your industry right now in America, and not 
abroad, is there a large extent? By sweatshop, I mean paying some 
substandard wage and you know what it all is. 

Mr. Pororsxy. I can say to you in the union plants there are no 
sweatshops because the minute the union contract is entered, there 
are the usual provisions. You understand that. The nonunion part 
in the clothing industry, it is relatively small. I would say about 2 or 
3 percent. Even those, when we negotiate an increase, really have 
to follow it. They haven’t got the same fringe benefits and the wel- 
fare program. Our welfare program is fairly good, but it is not the 
highest in the country. There is where the chiseling comes in, m 
the nonunion firms. 

With respect to the cotton garment industry where the union is 
not organized to the same proportion, to the degree that it is not 
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organized and we have, let us say, 30 percent unorganized in the cotton 
garment industry, to that degree you will find chiseling with respect 
to the fringes. In other words, you will not find a pension system in 
the nonunion plants. You will not find the holidays in the nonunion 
plants. When we talk about the wage level, I want to say to you that 
in the nonunion plants where we have, let us say, $1.50, talking about 
the average in cotton garments, or the $1.78 clothing, in the nonunion 
chiseling plants, $1.05, $1.08, $1.10. There is where the chiseling 
comes in as far as wages. In the welfare they haven’t got pensions 
or the holidays, the same as we have. They don’t have the vacation 
schedule. 

Mr. Hresranp. Let me get clear for the record, you stated a high 
percentage of the employees were pieceworkers. ‘That is true, is it 
not‘ 

Mr. Pororsxy. About 90 percent. 

Mr. Hiestanp. That is about what I thought. The minimum is ar- 
rived at as simply a base. That is to say, if it were $1, it would be 
$40 for a 40-hour week. Their total income is based on their piecework 
production but with a minimum of not less than $40. 

Mr. Pororsxy. That is right. 

Mr. Hiestanp. That is standard throughout the industry? 

Mr. Pororsky. That is standard throughout the industry. But 
the nonunion plants are where the chiseling comes. 

Mr. Hresranp. Don’t they have the minimum ? 

Mr. Pororsky. But the minimum becomes the maximum. 

Mr. Hrestanp. Because they pay a lower rate. 

Mr. Pororsky. They have not got the same piecework system. In 
most of the cases they would just pay the minimum which is re- 
quired by law. They adopt a different system to eke out as much 
labor as they possibly can in some cases without any piecework sys- 
tem. ‘They have a line system, and they place their own norms. The 
engineer comes in and fixes his norm and says this is what it is and 
for this you get $1 an hour. The union helps to fix the norm because 
the union is not for holding back production. The union is for a 
modern system of piecework, produce as much as you can and get paid 
as much as you can, but get decent wages. In the union shop in the 
same town you will find that the union worker will get $1.50, $1.60 an 
hour, and in the nonunion shop it is $1 an hour. 

Mr. Hiesranp. Your appeal particularly is for the nonunion shops, 
the 10 percent of the industry that is not organized. 

Mr. Pororsky. I am appealing for fair competition for the em- 
ployers, for stability in the industry and for an increase by those who 
are cheating the workers of their proper wage level. 

Mr. Hirsranp. With Mr. Landrum and Mr. Roosevelt, I, too, am 
concerned about foreign competition. You have said that this in- 
crease will not be a step toward taking us further out of competition. 
We can’t set the wages in Hong Kong or the Philippines or anywhere 
else. You believe that this is not a step that will take us further out 
of competition ¢ 
_Mr. Pororsxy. I believe that we ought to get relief on the Hong 
Kong imports and there is a way of getting it. I think that we, in this 
country, who are selling a large volume of our products to other 
countries, ought to be ingenious enough to regulate and control the 
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imports of items in competition with us at such substandard sweat- 
shop wages as 8 and 10 cents an hour. But I would not tie it up, Mr. 
Hiestand, with our living standards. You are talking about $1.78 
and $1.60, and 8 and 10 cents. How can we, in any way, compare or 
adjust ours / 

Mr. Hresranp. I share your concern, because it has been a large 
concern of mine. I wish I could share your optimism that an adjust- 
ment of tariffs or import limitations would solve it. If we could solve 
it that simply, we would be happy to do it, and do it quickly. We 
do know, and I am sure you do obs that our efforts previously in 
raising tariffs simply raised the stipulated conditions in the other 
countries and were not effective. 

Mr. Pororsky. I am not as pessimistic as that, because I have been 
in this thing with our industries working with them together and 
going to one door and another in various departments. I will say 
this to you—we have made some progress in clothing to notify the 
Japanese that we are going to raise hell about this in every way we 
can. I made no bones about it. I want to tell you something. Some 
of our people in the State Department and the Department of Com- 
merce have listened to us, and have told the Japanese that there is 
something brewing and these people are going to raise hell, and there 
will be bills introduced in Congress, and you better lay low. Don’t 
start in developing a clothing industry and then undermine us, be- 
cause you will be inviting a lot of trouble. This is what I mean 
administratively that can be done. I am not pessimistic at all, Mr. 
Hiestand. I think if our Department of Commerce and our Depart- 
ment of State laid down the law—and they have tried; incidentally, 
the Department of Commerce having been in Hong Kong trying to 
get an agreement with the Hong Kong employers about a quota. It 
came back and talked with us and we said we are willing to go along 
on a quota. Those people over there did not go along. Only the day 
before yesterday the Governor of Hong Kong told these people, “You 
have to agree to a quota or else you will be in trouble.” They don’t 
want to start a quarrel with the United States. 

Mr. Hiesranp. I think you and I see eye to eye as to the needs. I 
don’t have any desire to take the time of the other members along this 
question, but I think you agree, also, that we don’t have authority 
to lay down the law for these other nations. We don’t have that 
authority as yet. We never will have until there is a world govern- 
ment. 

Mr. Pororsky. I would agree with you that we have not got the 
authority, but I will say that we have some influence, as the richest 
country in the world, and our relationship with Great Britain. 

Mr. Hiesranp. I am glad you appreciate what the administration 
has been trying to do about it. 

Mr. Pororsky. I am appreciative. 

Mr. Lanprum. Mr. Dent. 

Mr. Dent. Mr. Potofsky, I join, I am sure, with the rest of the com- 
mittee, in complimenting you upon the type of witness you have been, 
and the testimony you have given us, which I believe will be very 
helpful. I had written down a statement that I was going to comment 
on, but you covered it, I think, in one of your remarks to Mr. Hiestand. 
That is, maximums don’t necessarily go up when minimums are placed 
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on any particular “industry, but usually, and in many instances, the 
minimum becomes the maximum. 

Mr. Pororsky. That is correct. 

Mr. Dent. The maximum never becomes the minimum. 

Mr. Pororsky. That is right. 

Mr. Den. That has been too true in too many places. In answer 
to the observation I made on Mr. Landrum, I want to know if you 
think this is the right conclusion or not? Isn’t it true that the low- 
wage producer when forced to go to a higher minimum will keep from 
raising the scale between the minimum and his existing maximum in 
order to make up practically the same total payroll? The net effect 
would be that the minimums would be raised, but those in the scale 
— minimum and the maximum would not have their wages 
raised ¢ 

Mr. Pororsky. I would agree that the chiseler has not got a social 
look on the problem. He is looking how he can get around the law 
and beat. his competitor, and to pay the lowest level, and he will take 
the minimum as the maximum. 

Mr. Dent. That is what I am driving at. 

Mr. Pororsky. Yes. You don’t find the Golden Rule among the 
chiselers. They are just out to undermine their competitors and they 
don’t care whether they take it out of the hide of the worker or in any 
other way. They don’t care even about the retailer. 

Mr. Dent. Isn’t that also true when you carry it out into the field 
that has been discussed here slightly, the field of foreign imports ! 
Isn’t it true that the State Department did make an effort and did have 
a partial success with the Hong Kong producers and the Japanese 
producers and did they not establish a quota based upon the total 1958 
shipments into the United States? Isn’t it also true that immediately 
upon the knowledge becoming public that Hong Kong and Tokyo had 
agreed to a voluntary quota that the American importer was instru- 
mental in creating a new industry in Taiwan which upset the voluntary 
quota because the Hong Kong producer and the Japanese producer 
said we will not sit idly by while they get their goods from Taiwan 
when there never was this particular industry up to this moment ? 

Mr. Pororsky. You are right about Taiwan, but I don’t know any 
quota agreement on the part of Hong Kong as yet. I do know that 
the Department of Commerce has been very helpful and the Under 
Secretary of State, with whom we have been conferring, and who has 
been in touch and over there 

Mr. Denr. I will be glad to submit to you, in writing, later, the 
dates of the visits and the voluntary agreements which were made in 
Hong Kong and Tokyo to set a quota based upon the 1958 exportation. 

Mr. Pororsky. As a Congressman, you are up to date, and I read 
your statement, and you are quite well informed. But I will submit 
as far as my own industry is concerned, of which I have firsthand 
knowledge, that the imports of pajamas, of shirts, both dress and 
sport, in the cotton garment field, have not been subject to any quota 
understanding as yet. 

Mr. Dent. That is probably true in those two particular items. 

Mr. Pororsky. That is a fact. 

__Mr. Denr. Isn’t it also true that the quota system would only work 
if a total quota is set on the basis of percentage of American produc- 
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tion, regardless of where the goods come from, rather than a nation- 
by-nation quota based upon their production / 

Mr. Pororsxy. If we have to give nation-by-nation quotas, God 
knows we will be left without jobs altogether. We have already 
agreed to a quota in Japan of a portion of the total production in our 
country of shirts, both dress il sport. We were willing to agree to 
a reasonable quota for Hong Kong, which is only one city and not even 
a country, and lo and behold, they were not willing. They want to 
have the pie and eat it. They want to have free-for-all. There is 
where you come in, as legislators, to see what can be done about it. 

Mr. Dent. Right at that point, isn’t it also true that in this major 
move that we are making to develop the so-called underdeveloped 
countries, that your particular industry is one of the industries that 
is easiest to establish in that type of a market or that type of economy? 

Mr. Pororsky. Unquestionably true. 

Mr. Denr. If we do not get an understanding on an overall quota 
based upon the reflection of our own production, that as they name 
each one of these new countries, aren’t we going to then be in the 
position of having a higher wage-rate level in our country, and if 
we don’t protect it by establishing either compensating tariffs or 
a quota based on our production, it is disaster for the whole industry ? 

Mr. Pororsky. I agree with you. I am one of those who believes 
that the other people in the underdeveloped countries have a right 
to live. At the same time I feel we ought to be protected against 
the annihilation of our industries. Our industries are willing to 
live and have their standards maintained and even improved upon 
providing they have a guarantee that there is some limit to where 
they are going. In other words, if we agree that there is a certain 
percentage of our imports that should be allowed, if it is reasonable 
and if it is an overall proposition, they will be willing to live with 
it. But if we have to make large percentage agreements for each 
and every country, with these low living standards that obtain par- 
ticularly in these underdeveloped countries, where are we going? 
Where are we going to be? We won't have any industry left. We 
have no objection to fair competition. Frankly, in the clothing in- 
dustry we have had competition from England on high-priced suits 
and raincoats and topcoats. We have had those from Italy. We 
have never squawked about it. We have no objection. We have no 
objection to working out the problem on the basis of a reasonable 
quota. We are pioneering in the labor movement to convince our 
own people and to convince the legislators that something needs to 
be done to revise our reciprocal trade agreements with a view to 
giving some form of protection. Not the kind of protection that 
some of our protectinists have in the past proposed, but the kind 
of protection such as a reasonable quota and some other guarantees 
of a high-level wage so that you don’t import goods at 8 and 10 
cents an hour. You can have some sort of regulation internationally 
over the sweatshops the same as we have a regulation for the sweat- 
shops in this country. 

Mr. Denvr. Mr. Potofsky, I know we don’t want to get into the 
subject of import-export balances and so on, so I won’t get into 
that. But I have just two more observations I want to make and 
that is all because I know you have another appointment. I would 
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like to ask you whether or not you have ever taken time through 
the statistical group in your own organization to measure the impact 
upon retail price of the wage increases over the past 10 years, and 
the impact upon the ultimate retail price on the basis of local, State 
and Federal taxation ? 

Mr. Pororsky. Mr. Dent, the cheapest thing in the country has 
been wearing apparel, I say to you without any qualifications be- 
cause the facts will bear me out. You take any item of clothing, 
whether it is a suit or shirt or necktie, and compare that with 10 
years ago, and take an item such as steel or an automobile, and you 
will find a large differential in the price changes. So there cannot 
be any question about it that the relationship between the retailing 
and the price of the things that we produce is really very close, 
because of the competition being genuine and being keen, and because 
of the profit level. When I talk to my people, they say, What do you 
want from us? In a good year we make 2 or 3 percent; in a bad 
year we make less than 1 percent on sales. You want to compare us 
to steel or automobiles? It is all obvious because these facts are 
known. They are reflected in the prices of the items that we produce. 
So you will find that the cheapest item is clothing, because of the 
competition. 

When I say competition, I mean clothing, garments, and the other 
things. You compare the price of a car 10 years ago and the price 
of acar today. Take any of the low-priced cars and you have a sub- 
stantial increase. You compare in any retail store the price of a 
suit of 10 years ago and the price today in the same quality and the 
same margins, and you will find a much smaller increase. 

Mr. Denv. I was trying to drive home here a point, on the basis that, 
the increases over the past decade in taxation and its impact on the 
ultimate sale price of the goods has been greater than the impact of 
increased wages in your industry. You take a 4 percent sales tax 
which was nonexistent 10 years ago. 

Mr. Pororsky. That is another problem. I am not an expert on 
this. I could not diseuss that phase of it. Our union happens to 
own two banks. I want to tell you about one thing that has impact, 
and that is the interest rates. I think our highest interest rates have 
an impact on construction. They have an impact on our general 
economy much more than we can see. They made a big fuss about 
an increase of steel after the last strike. I want to tell you something, 
the impact of the high money rates is more effective on the country 
as a whole, and affects its economy with respect to construction, ex- 
pansion of business, and so on, because all of a sudden the rates of 
interest have gone up from five-eighths of 1 percent to close to 5 per- 
cent. The businessman pays for it and indirectly the consumer pays 
for it. This is another subject on which I am not an expert. 

Mr. Dent. Getting back to the subject we should be discussing here, 
can you give us any idea of what percentage of the workers in your 
industry are being paid the so-called minimum today ? 

Mr. Pororsxy. I have given you in my testimony the figures. I 
believe in the clothing industry it is very infinitesimal. I don’t be- 
lieve the clothing industry will be affected where you have an average 
of $1.78. This is the overall average in the country as a whole. In 
the cotton garment industry where the average is $1.50 and $1.60, 
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there, too, it will be very nominal. I say to you as I told the chairman 
that the only ones who may raise prices and the only ones who will 
be affected will the chiselers who have been cheating the workers of 
their legitimate earning power in all of those years and have been a 
source of unfair competition to the legitimate, decent employers. They 
may have to raise prices because they have been paying $1.05, $1.10, or 
even $1.15. If that is their average and if you pass the minimum 
$1.25 they will have to raise 10 cents across the board while the decent 
companies who have been paying $1.60 will not have to do it. You 
may find a few people here and there. 

Mr. Dent. The point I am trying to make here for the record is 
that we are talking about extending coverage and the figures that 
are going out are figures of around 7 million who would be affected 
by the coverage that is in the Roosevelt bill. What I want to know, 
if I can find out, what percentage of this 7 million are already being 
paid over the $1.25. When we say 7 million, everybody has an idea 
that we are going to raise wages from $1 to $1.25 for 7 million people, 
but in reality out of the 7 million how many are there that would 
actually get a raise? 

Mr. Pororsky. I would have to consult with our statisticians and 
research people to give you exact figures. I can talk about my own 
industry, but I could not give you that figure. 

Mr. Denrv. It is not anywhere near that total. 

Mr. Pororsky. No, sir. It could not possibly be. As a matter of 
fact, it couldn’t be because in every industry, even if it is nonunion, 
they have the mechanics, they have the higher paid groups and the 
lower paid groups, and the learners. So if you are talking about a 
minimum, you are talking about the lowest base below which you could 
not go. You are not talking of an overall proposition. 

Mr. Dent. The opinion of many is that we are going to raise wages 
for 7 million people. 

Mr. Pororsky. Let us get the facts. Even in retail there is the 
question of hours. But basically you will find that the earnings are 
away above. The smallest portion will be in the lower brackets. 

Mr. Dent. Thank you very kindly. I would like to continue, but 
we do have some other members. 

Mr. Lanprum. Mr. Pucinski. 

Mr. Pucrnskt. I understand that you have a conference with Chan- 
cellor Adenauer at 11 o’clock so I will not detain you, although I have 
many, many questions to ask you. I would like to commend you for 
your presentation. 

Mr. Pororsxy. Thank you. 

Mr. Pucrnsxt. I was rather staggered with the figures that you 
presented here on the low salaries being paid. I would just like to 
make this comment. Perhaps you being the first witness before this 
committee—— 

Mr. Pororsxy. I would rather Mr. Meany would have been the first 
witness. 

Mr. Puctnskt. No. Perhaps it is just as well you are the first 
witness in this first set of hearings, because I notice you are a good 
omen for this committee. I notice that the witness following you, a 
responsible spokesman for industry, just as you are a responsible 
spokesman for labor, are in full agreement. As far as I know this is 
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the first time that we have seen a labor and management group agree 
on a peepee made before this committee. So maybe you are a good 
omen and maybe we will be able to write a good bill in this committee. 

Mr. Pororsxy. I hope. 

Mr. Puctnsx1. There is one question. Do I understand the figure 
on table 3 in your supplemental statement, shows that the resulting 
percentage increase in total labor cost in men’s and boys’ coats and 
suits would be 1.7 percent, but the actual increase in the retail cost of 
that finished product, if they went to $1.25 an hour, would be only 
0.4 percent ? 

Mr. Pororsxy. In other words, it would not make a ripple in the 
clothing industry at all, because the increase is so minor that it would 
not be a cause for any increase in price whatever. 

Mr. Puctnsxi. Then in the accessories, because the chairman had 
raised this question to you earlier, that raising these standards to 
$1.25 minimum would constitute a 7.9 percent increase in labor cost. 

Mr. Lanprum. The chairman did not raise it. Mr. Potofsky put 
it in his statement. 

Mr. Puctnsxi. Yes, sir. 

Mr. Pororsxy. I stand by everything that is in the statement, Mr. 
Chairman. 

Mr. Pucrnsk1. I think also that in the same statement—and this is 
what I want to get clear in my own mind—that even though the cost 
of labor on this product would go up 7.9 percent, the retail cost at the 
counter would actually increase only 1.7 percent ? 

Mr. Pororsky. It does not necessarily mean that the retail cost will 
goup at all. Asa matter of fact, I don’t expect that our companies 
with whom we have labor-management relations who are paying $1.50 
and $1.60 are going to raise prices as the result of an increased mini- 
mum wage. What it will mean is that some chisler somewhere who 
has not been paying until now the fair price may have to. He may 
not be able to absorb it. But that does not mean that you will have 
to pay higher prices. I don’t believe Cluett-Peabody will raise prices. 

Mr. Puctnskt. Since you will not be able to be here to hear your 
supporting witness, so to speak, I might point out that he makes the 
statement also that employers who pay fair wages should be protected 
against the unfair competition of substandard wages. It is delightful 
to see you and management agreeing on that point. 

Mr. Pororsky. Mr. Pucinski, I want to say to you that we are not 
newcomers. We have been in this movement for the last 50 years. As 
a matter of fact, it is 50 years this year since I have been on strike in 
the city of Chicago against Hart, Schaffner & Marx. I want to say 
to you that there has been no strike in that company ever since 1910. 
That is a good record. 

Mr. Puctnski. We have always had a pretty good labor climate in 
Chicago. 

Mr. Pororsky. We have been promoting good labor-management 
relations. At the same time we are fighting for what we believe 1s 
the right thing for our people. We don’t want to put our companies 
at the disadvantage against those who are pirating and who are taking 
advantage and paying the lowest possible wage, and are not complying 
with what I would consider the minimum welfare program which we 
have, which is not exorbitant. You will find that the chiseler hasn’t 
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got any welfare program. He hasn’t got the pension system. He 
hasn’t got the vacations with pay and holidays with pay. 

Mr. Puciunsxt. Mr. Chairman, I have many more questions but T 

will yield in view of the fact that the witness does have this very 
important engagement. 
_ Mr. Pororsxy. I regard this as very important. The other thing 
is also very important, but Mr. Meany will be here. I think this 
is more important to me. I would like to present for a brief state- 
ment one of our members from Akron, Ohio, Mrs. Mary Mervis, who 
happens to work in Akron, Ohio, in a cleaning and dyeing plant. I 
would like her to make a brief statement. 

Mr. Lanprum. We will be glad to receive the charming lady’s 
statement, but we have scheduled later in the hearings some repre- 
sentatives of this, and we have another witness scheduled this morn- 
ing. So we would ask please if she has a lengthy statement to insert 
it in the record. 

Mr. Pororsxy. No, she has no prepared statement whatever. 

Mrs. Mervis. I have just a very brief statement, Mr. Chairman. 

Mr. Lanprum. We don’t want to preclude the lady, but later we 
do expect. to hear more broadly from your particular industry. You 
may proceed. 


STATEMENT OF MRS. MARY MERVIS, AKRON, OHIO 


Mrs. Mervis. I would just like to make a small statement. I belong 
to one of the industries that is not covered by the Fair Standards Act, 
and as a result I work for 80 cents an hour, and I have to work 56 
hours a week. Up until the last year or so I had to support myself 
and a daughter on that. I am mostly interested in the coverage as 
well as the mmimum. If I am not covered, the minimum does not 
help me. 

Mr. Lanprum. Does that conclude your statement? 

Mrs. Mervis. Yes. 

Mr. Lanprum. I would recognize the gentleman from your district. 

Mr. Ayres. I would just like to ask how your daughter is getting 
along. 

Mrs. Mervis. Just fine. She got married last summer, but wp until 
then I had to support her and myself on that. 

Mr. Pororsky. This is a sample of one of those people I have 
referred to in the cleaning and dyeing and laundry industry, They 
are largely unorganized. I think it will help the economy and those 
people. ‘There is no use going into the new areas but I just want to 
emphasize that this coverage is a very important angle. What holds 
good for the cleaning and dyeing industry holds good for many 
other industries, such as in the retail field, of whom there are virtually 
millions of people who need to be covered. 

Mr. Lanprum. Thank you very much, each of you. 

Mr. Pororsxy. Thank you very much, Mr. Chairman, and members 
of the committee. 

Mr. Lanprum. Now, Mr. Haley, if you will come around. 

Mr. Harry. Thank you. 

Mr. Lanprum. We are working against the clock. When 12 o’clock 
comes it will be necessary to adjourn this subcommittee. If your 
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statement is lengthy, and you could summarize it, it would be helpful 
to all of us, and just include your statement in the record. If you 
prefer to read it, you may proceed as you desire. 


STATEMENT OF JAMES F. HALEY, SECRETARY, CLUETT-PEABODY 
CO., NEW YORK, N.Y. 


Mr. Hatry. With your permission, Mr. Chairman, I think I prefer 
toread it. It is very short. 

My name is James Haley. I am secretary of Cluett-Peabody & 
Co., Inc. I am appearing in place of Robert. T. Garrison, vice presi- 
dent in charge of Arrow domestic division of Cluett-Peabody. With 
your permission, I would like to read his statement. 

Cluett-Peabody operates plants in New York, Georgia, Massachu- 
setts, Minnesota, and Pennsylvania. I am presenting this statement 
on behalf of a group of manufacturers producing men’s shirts, under- 
wear, pajamas, neckwear, handkerchiefs, and related products. In 
addition to my firm the group includes: 

The Manhattan Shirt Co.; F. Jacobson & Sons, Inc.; C. F. Hatha- 
way Co.; Publix Shirt Co.; Lustberg, Nast & Co.; Troy District Shirt 
Co.: Nirenberg & Sons, Inc.; McGregor-Doniger Corp.; and Phila- 
delphia Shirt & Pajama Manufacturers Association. 

These manufacturers account for a total employment in the shirt, 
pajama, and related products industry of approximately 20,000 pro- 
duction workers and operate factories in the following States: Geor- 
gia, Maine, Maryland, Massachusetts, Minnesota, Mississippi, New 
Jersey, New York, North Carolina, Pennsylvania, South Carolina, 
and Virginia. 

The companies for whom I speak are in favor of a Federal mini- 
mum of $1.25 per hour for employees who have completed their train- 
ing period. We also request that the Fair Labor Standards Act be 
amended to protect us from the unfair competition of foreign goods 
produced under substandard wage conditions. We recommend that 
the present procedure permitting a lower minimum wage during a 
learning period be maintained. 

I will discuss first the necessity for the increase of the present $1 
minimum wage in relation to conditions in the United States. 

We support a minimum of $1.25 per hour because we believe it is 
necessary to stimulate purchasing power among the lowest paid 
workers and because employers who pay fair wages should be pro- 
tected against the unfair competition of substandard wages. 

It is customary for economists to classify men’s apparel as a neces- 
sity. But we in the industry have learned through experience that 
our product is a deferrable necessity. People are naturally obliged 
to give priority to the purchase of food and shelter. If anything is 
left, and if medical expenses have not intervened, then they buy 
apparel. Invariably, the needs of the children and the women are 
attended to first. Only then are shirts, pajamas, and underwear 
bought for the men. 

According to the latest overall study of factory workers’ earnings 
published by the Bureau of Labor Statistics in January 1959 (BLS 
Bulletin No. 1252) approximately 134 million workers, or about. 15 
percent. of all factory workers in the United States, were earning 
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less than $1.25 per hour. These workers averaged $1.13 per hour. 
It is our firm conviction that today these workers cannot buy our 
products because of inadequate earnings nor can they buy the prod- 
ucts of many other industries. We think that raising their wages 
to $1.25 per hour would make them better customers for the products 
of American industry and would help to create more job opportunities, 

We believe the resulting wage increase can be absorbed with little 
or no effect on prices. The same Bureau of Labor Statistics wage 
study shows that raising all workers receiving less than $1.25 per 
hour to $1.25 minimum would affect average hourly earnings of all 
production workers by less than 214 cents per hour. In percentage 
terms the effect waa, be only a small fraction over 1 percent. We 
believe that such an effect would not be inflationary. We recognize 
that some increases to other employees might be required because 
of narrowing differentials but this would not be sufficiently substan- 
tial to have a marked effect on wage levels. 

It is true that in the men’s furnishings industry there is a large 
percentage of production workers who earn less than $1.25 per hour 
and it may very well be that the manufacturers who employ those 
workers may have to raise their prices to a reasonable level in order 
that. their employees should earn a decent minimum wage. The 
companies for whom I speak all believe that this would have a bene- 
ficial effect on our industry and on the country as a whole. 

We have some employees who now earn less than $1.25 per hour 
and would therefore be affected by a $1.25 minimum. 

Mr. Lanprum. How many / 

Mr. Harry. Very few; less than a hundred. I am speaking only 
for Cluett-Peabody, and not the industry group. However, we be- 
lieve the salutary effects would justify the cost to us. It is natural 
to ask why we have not voluntarily adjusted our minimums to $1.25 
per hour. The answer lies in competitive conditions. We cannot 
raise our minimums when others are free to pay their workers $1 
per hour. If we were to dothis we would invite self-destruction. 

It is an interesting and perhaps an astonishing fact that the retail 
price of men’s business shirts is the same today as it was in the 1947- 
49 base period used by the Bureau of Labor Statistics in measuring 
changes in consumer prices. The price of men’s pajamas is 9-percent 
lower and the price of men’s woven shorts is 3.5 percent lower. These 
are official Bureau of Labor Statistics figures. They reflect an un- 
healthy condition brought about by competition based on the payment 
of substandard wages. 

We firmly believe that honest competition between business enter- 
prises should not be conducted at the expense of employees. That is 
destructive competition, unworthy of the free enterprise system. 
There are many areas in the conduct of a business where competition 
can play a constructive role: Efficient management, imaginative 
merchandising, aggressive selling, modernization of machinery, 
modern production methods, and so forth. We should not reward the 
employer who competes by paying less than a fair minimum. If we 
require everyone to pay not less than $1.25 per hour, we will bolster 
purchasing power and eliminate competition based upon substandard 


wages. 
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As long as the legal minimum remains at the low figure of $1 per 
hour, it will continue to be possible for substandard manufacturers to 
provide the worst kind of unfair competition to the legitimate and 
efficiently operated units of the industry. This competition tends to 
drive down wage standards for the entire industry. The competition 
of the substandard manufacturer is based solely on the payment of 
low wages, not on efficient management, sound merchandising, and the 
like; and I submit that this is unhealthy. 

Everything I have said up to this point with respect to unfair com- 
petition here in the United States is true in even greater degree with 
respect. to foreign competition. Our industry is being brought to the 
brink of destruction by foreign competition based on unbelievably low 
wage rates. This is not an emotional outcry exaggerating the true 
situation. It isan appraisal of the cold bitter facts. 

Japan is shipping into the United States quantities of men’s shorts 
equal to 5 percent of our production. This figure would be much 
higher were it not for the fact that Japan imposed a voluntary quota 
for its exports to this country. When this was done Hong Kong 
jumped into the picture and an astronomical growth in the shipments 
of men’s shirts from Hong Kong has taken place. In 1955 Hong 
Kong shipped to the U ised States less than 1,000 dozen men’s shirts. 
Here is the record of the shipments since then: 1956, 28,000 dozen: 
1957, 450,000 dozen; 1958, 529,000 dozen; 1959, 1,161,000 dozen. 

In these few years Hong Kong shirt exports to the United States 
have reached 5 percent of domestic production. The present rate of 
imports from Hong Kong is 214 million dozen shirts per year or more 
than 11 percent of our entire output. 

The average wage rate in the apparel industry in Japan is 14 
cents per hour. In Hong Kong it is less than 10 cents per hour. I 
am attaching to my testimony a table showing the average straight- 
time hourly earnings of shirtworkers in Hong Kong based upon 
wage statistics reported by the Hong Kong Department of Labor. 

Factories are now being built in Taiwan, and it is expected that 
garments in great quantities will soon be shipped from Taiwan into 
this country. The average wage rate paid in Taiwan is less than 6 
cents per hour. It is clear that there must be a halt to the flood of 
garments coming into the United States from these substandard-wage 
countries which, if not checked, will lead to the destruction of our 
domestic industry and the displacement of our employees. 

Present procedures for getting relief are entirely inadequate. 

We therefore respectfully request that your committee include in 
the Fair Labor Standards Act amendments you will recommend, a 
provision which will protect the U.S. industries from the unfair com- 
petition of wage rates of 14 cents and even less per hour. 

I am submitting to you a recommended draft of such an amend- 
ment. This draft has been prepared by counsel for the companies 
whom I represent, working with Senator Keating and his staff. It 
would permit the Secretary of Labor to recommend to the President 
the imposition of an import duty, the establishment of an import 
quota, or both, to the extent necessary to prevent. the destruction of 
our industries by the sale of imported merchandise in the United 
States at an unfair competitive advantage resulting from the produc- 
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tion of foreign made goods under labor conditions below the minimum 
standards required by the laws of the United States. 

It is most important—indeed, it is essential that the flood of foreign 
imports made possible by substandard labor conditions be stopped. 

The manufacturers for whom I speak do not believe that our indus- 
try is expendable. We have the know-how and the capital to build 
factories in these low wage areas but we want to stay in the United 
States. We ask that you make it een for us to remain here by 
giving us the necessary legislative help. 

(The table referred to follows :) 


Hong Kong garment industry average straight-time hourly earnings 





ee : 
Job classification | Sex | Timework Piecework 








_ |\-—_——— | | 

j ! 
CR 6 bd Sh. asp 5 d55 adakabh i pkititt ergs REA... hoe DUT -| . on ~teremalll 
a a aes REA at ey icesstaataaeeae nee” ices da aehece 0. 118 

female. } 
Button and buttonholing ------..~..------------------------ - On aL RE TE + 
a is Sc ick Seaton atigne a a eee ee | Female_.-_-- . 074 | . 056 
RE rE Steere inet -~ FF leeches hen lta me “s of Pe --| = 

j....do etelcd coddbsces en | .0 

Examining. - --------------------- ek Pg Teena: | |! ee - 068 | 057 
ted |f Male__....-. SO7B 96 22- uckee 
Packing - ---.------------------- TEMAS. . ee cy, eee: 
General and unskilled workers. -.......-------------------- lf a = 4 [ace 
Mechanics ___----- SR SE SEP ee eae. PRI Bites (i, at : . 130 cs ARE nn 


Employees are generally given food. Cutters and mechanics are furnished living accommodations. 
The regular work day is 10 hours. Overtime rate is ‘150 percent of ordinary rates.” 
The “standard days per month’”’ for women is 26 days and for men up to 30 days. 


Source: Report of American Consulate General, dated Nov. 24, 1959, to Herbert Ferster, Esq. 








Statistics reported by Hong Kong Department of Labor. 


Mr. Lanprum. Mr. Haley, do I understand that the support for an 
increase in the minimum wage from $1 to $1.25 by the group for which 
you speak this morning is based on the condition that the Congress give 
you relief that you have recommended in this proposed bill, or do you 
support this increase irrespective of whether you get. relief ¢ 

Mr. Hater. We would support the increase irrespective of whether 
or not we get relief. In order to make our position clear to you, we 
must go into the foreign competition side. 

Mr. Lanprum. I have known the politicians being accused and cari- 
catured in cartoons of riding two horses in different directions, but it 
is the first experience that I have seen of responsible business people 
with good sound management coming here before this committee and 
trying to ride two horses going in different directions. In one instance, 
you tell us to raise the minimum wage to $1.25 to stamp out unfair 
competition. It makes good sense. It makes good argument. But 
we want to raise our living standards in this country. We don’t want 
our employees living in sweatshop conditions and working in sweat- 
shop conditions and living in slum situations. We know to do that 
they have to have as much money for their time worked as it is possible 
to have. But I ask you in all fairness and in commonsense and reason, 
how is it possible for us to adopt the proposition that we can continue 
to increase our wages while at the same time recognizing that we have 
this competition coming in from a way, way lower wage rate than we 
pay. In your industry, for instance, take the trimmers and cutters, 
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I understand in the part of the country I live in, Cluett-Peabody— 
they don’t have any in my district, I wish they did because they are 
good people—pay good wages and work well—the trimmers and 
cutters in your industry make something like $2 an hour down there. 

Mr. Hatey. That is one of our higher paid —— 

Mr. Lanprum. Maybe it is a little less and maybe a little more. In 
some instances it is about $2.25 per hour in the Atlanta area. In Hong 
Kong they are paying 7 cents an hour for that job, and piecework of 
5.5 cents. How in goodness name can we reconcile $1.25 minimum and 
this 7 cents, and your $2 by taking a piece of legislation offered to us 
which in the first place you well know is not within the jurisdiction of 
this committee? It can’t be passed on by this committee. Not only 
the subcommittee, but it cannot be passed on by the full committee. 
Before any legislation can be considered by this committee it has to be 
considered by Ways and Means. <Am I correct, gentlemen ¢ 

Mr. Dent. Yes. That is where my bill went. 

Mr. Ayres. If the chairman will yield, do you have any employees 
making less than $1.25 an hour now ¢ 

Mr. Hater. Yes, we do, about a hundred in Cluett-Peabody. 

Mr. Ayres. Out of how many ? 

Mr. Hatey. About 9,000 production employees in this country. It 
is 8,500 to 9,000. We manufacture in Canada and England and four 
South American countries, but excluding hose. 

Mr. Ayres. An increase to $1.25 would not affect your operations at 
all. 

Mr. Harey. That is right. 

Mr. Ayres. So therefore you can be for it without any qualms. 

Mr. Hater. Yes. We feel that it is not only going to help the 
general public, but it will help us competitively. 

Mr. Ayres. As far as you as an individual are concerned, you can 
be for the $1.25 and it will not affect your operation. At the same 
time you may pick up some support from organized labor to handle 
the tariff situation. 

Mr. Hatey. Yes. 

Mr. LanpRuM. Suppose your company were to receive the proposi- 
tion from a manufacturing establishment in Taiwan offering to pro- 
vide you with a minimum number of 2,000 dozen shirts for a given 
period of time ? 

Mr. Haxtey. Mr. Landrum, we have received a number of proposals 
of that type. We have had people who will offer us in effect a new 
completely set up plant if we will come to Hong Kong, Taiwan, or 
Japan, give them our know-how, let them use our trademark and will 
produce shirts for export from Japan or Hong Kong to the United 
States. We have done this in several South American countries where 
we have been excluded from selling shirts in four South American 
countries by act of the South American governments. We have set 
up a licensee operation in that country with partners of nationals of 
that country where we make shirts for distribution in that country. 
We could expand this licensee process by licensing somebody in Japan, 
Hong Kong, to make shirts not only for Hong Kong and Japan, but 
for export to the United States. We do not want to do that. 

Mr. Denv. In your South American operations, do you export from 
there to the United States ? 
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Mr. Hatey. We donot. 

Mr. Denr. But isn’t it true you established your plants down there 
because of an embargo against your goods going into that country! 

Mr. Hatey. Because we could not get in. I wanted you to know that 
this so-called Keating bill has already been introduced in the House. 
It is a takeoff from the original bill that I introduced last year in 
the “Buy American” amendments, based upon the same type of con- 
siderations that you are considering here. That is, cost, and so on, 
This is not on quotas. It is strictly on the basis of a compensating 
tariff which takes into consideration not only our standard wage 
scale, but also takes into consideration the contribution to the Gov- 
ernment that that particular industry makes. I am very much of the 
opinion that the tax structure cost in your industry or any industry 
is just as important as the wage levels cost. 

Mr. Lanprum. Are you informed on whether any of the companies 
represented by you here today have offered any assistance down at 
the Tariff Commission in efforts to get relief in the textile field from 
section 22 of the Agricultural Adjustment Act ? 

Mr. Haney. I believe they made preliminary inquiries there. It was 
their considered opinion that chances of relief would not be very good. 

Mr. Lanprum. I am not sure what edition, but I believe it was a 
week ago this past Sunday in the New York Times, where incidentally 
the headquarters of most of these companies are, in New York City 

Mr. Hater. New York State, and half of them perhaps in New 
York City. 

Mr. Lanprum. I believe it was a week ago Sunday that the New 
York Times carried an editorial blistering our efforts for seeking re- 
lief under section 22, and particularly pointing out that we had said 
that failure to get relief had cost us in our area—I am not talking about 
Georgia, I am talking about the general textile area down there— 
some 5,500 jobs within the last 12 months in the textile field. It re- 
buked us for offering such testimony and saying that it was ridiculous 
because more than 5,500 people got new jobs in New York City every 
year. If organs like the New York Times are going to take the posi- 
tion that some of our people in these industries, wherever they are 
located, are expendable and you come along in your combined efforts 
and recommend a 25-percent increase in the minimum wage, are you 
not supporting the proposition also that we have a lot more in there 
that are expendable? 

Mr. Hatey. I don’t quite think I can agree with your conclusion 
that we are taking the position they are expendable. I think in our 
industry, speaking as Cluett-Peabody, we are faced with very bitter 
competition from low-wage volume producers, most of whom are un- 
organized, who operate at $1.13 an hour, and we pay $1.62 an hour. 
In the industry like the needle industry, a wage differential like that 
is very, very hard to overcome. 

Mr. Lanprum. Which are you more concerned about, Mr. Haley, 
the wage differential that exists between these companies’ operations 
in the United States and their competitors in the United States, or 
between the wage differentials that exist in the foreign manufacturers? 

Mr. Harry. Right now we would be more concerned with the wage 
differential in our own country. We point out to you the pending 
possible disaster that is appearing in the Far East, though. 
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Mr. Lanprum. Actually then you are not concerned about the com- 
petition from abroad ¢ 

Mr. Hatey. We are concerned. We are very much concerned with 
it, but we are more concerned, if I had to designate one of the two 
areas, with low-priced competition in this country. 

Mr. Lanprum. Mr. Ayres. 

Mr. Haury. May I amend that to say, however, that we don’t look 
upon them as being exclusive. We strongly urge that you consider 
both when you consider this. 

Mr. Ayres. Are all of the employees of these companies you repre- 
sent organized ? 

Mr. Harry. I can say that virtually all are. One or two have sev- 
eral plants which are not organized. One or two have several plants 
not represented by Mr. Potofsky’s union. It is another union. 

Mr. Ayres. The cheap labor competition you have comes from the 
unorganized plants. 

Mr. Haury. A good deal of it. A good deal of it comes from people 
who are organized who are paying the minimum wage. But most of it 
is unorganized. 

Mr. Ayres. That is all. 

Mr. Lanprum. Mr. Dent. 

Mr. Dent. When did your group first start to take a position on 
foreign competition ? 

Mr. Harry. I can’t give you an exact date. I know there have been 
discussions of it for the past 2 years. 

Mr. Dent. It was about 2 years ago? 

Mr. Harry. When the Hong Kong situation began to skyrocket it 
became much more imperative to this group that they consider what 
action they might take in Washington. 

Mr. Den. What do we do about the argument that these people 
consume a great deal of our surplus raw material and by stopping their 
export into the United States we would in effect be stopping our 
a tage of raw materials, particularly cotton ? 

r. Harry. Of course, on the export of cotton undoubtedly you 
are well aware we are selling them cotton cheaper than we are selling 
it to our own producers. It gives them again a differential which gives 
them almost an undue advantage. I think if the U.S. market is more 
restricted to Far Eastern producers, the Far Eastern producer can well 
shift part of his production into other areas of the Far East, par- 
ticularly the underdeveloped areas. This is what is happening in 
India. India has a very strong textile industry. It exports a good 
deal of its cloth because it needs exports, but the Indian market is being 
developed to a degree which takes up their slack production. 

Mr. Dent. Do they have any controls that you know of or any 
restrictions against American importation ? 

Mr. Harry. They have restrictions against American imports. We 
cannot export shirts from this country into India. 

Mr. Dent. Can we import from India? 

Mr. Harry. Yes, we can, if we pay the duty. 

Mr. Dent. Nominal duty ? 

Mr. Harry. Twenty-five percent. 

Mr. Dent. Of what ? 

Mr. Hater. Ad valorem. 
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Mr. Denv. I wanted to get those particular points in the record 
because I wondered what this word “reciprocal” means. It does not 
mean the same in reciprocal trade as in other things. I also feel that 
reciprocal meant both. We have import embargoes against American 
goods and we have wide-open admission into the United States. Auto- 
mobiles, for instance, in Japan. We cannot sell an automobile into the 
Japanese market and yet they are shipping into the west coast as fast 
as they can get them on the boat. It is a problem that is allied 
and it is about time that industry and labor come to the conclusion 
that they are not inseparable problems. The minimum wages and 
work standards in this country are as definitely tied up to reciprocal 
trade as they can possibly be. That is all T have. 

Mr. Lanprum. Mr. Hiestand. 

Mr. Hiesranp. Mr. Chairman, we are right up against adjourn- 
ment time. I think it should be said on the record that some of the 
members on the committee have a wholesome respect for Cluett- 
Peabody, and their policies. They might be termed enlightened em- 
ployers. They have over the years been assured of adequate wages 
and fringe benefits. I happen to know firsthand; not because I hap- 
pen to be wearing an Arrow shirt. I am concerned about a couple of 
things. What is the proportion of the pieceworkers in your group 
of companies ? 

Mr. i ALEY. To total production workers? 

Mr. Hriestanp. Yes, of your production workers, about the propor- 
tion of pieceworkers ? 

Mr. Hatey. I am only familiar with Cluett. I believe it is about 
85 to 90 percent pieceworkers. 

Mr. Hresranp. There again you work against a minimum guar- 
antee ? 

Mr. Hater. You establish a minimum. Every time there is a 

rage increase, the minimums are again readjusted in consultation 
with the union. 

Mr. Hiesranp. I see what you mean. The time is gone. I suggest, 
however, as I study your effective statement in many ways, I am com- 
pelled to agree with the chairman that in a sense you are arguing 
against yourself. You are up against this horrible foreign competi- 
tion, and yet we would argue to raise our minimum. I just don’t 
quite see how you can logically do it. 

Mr. Hatey. We would argue, Mr. Hiestand, a position somewhat 
different from Mr. Potofsky, that they are not completely separate. 
We don’t want to take the position that one is conditional upon the 
other. I think our position is somewhere bet ween the two. 

Mr. Lanprum. Mr. Haley, we thank you. We regret that the time 
has run out onus. Iam sure a continued discussion would be helpful. 
Wethank you for your appearance. 

With that the committee is adjourned until 10 o'clock tomorrow 
morning. 

(Thereupon at 12:05 p.m., a recess was taken until Thursday, March 
17, 1960, at 10 a.m.) 
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THURSDAY, MARCH 17, 1960 


Hovsrt or REPRESENTATIVES, 
SUBCOMMITTEE ON Lasor STANDARDS, 
ComMITrEr ON EpucatTion AND Lasor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 429, 
Old House Office Building, Hon. Phil M. Landrum presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, 
Ayres, and Hiestand. 

Also present: Representatives Wier, Holland, and Teller. 

Also present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The committee will come to order. 

This morning we continue the hearing with regard to the increase 
in the minimum wage and the extension of coverage as proposed by 
various bills. The first witness appearing to discuss this with the com- 
mittee is Mr. Meany, president of the American Federation of Labor 
and Congress of Industrial Organizations. 

Mr. Meany, we have a copy of your statement. Is it your desire to 
read it or do you wish to summarize it? 


STATEMENT OF GEORGE MEANY, PRESIDENT, AMERICAN FEDERA- 
TION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
ACCOMPANIED BY STANLEY H. RUTTENBERG, DIRECTOR OF 
RESEARCH, AFL-CIO; AND ANDREW BIEMILLER, DIRECTOR, DE- 
PARTMENT OF LEGISLATION, AFL-CIO 


Mr. Meany. Actually the statement is a summary of our position. 

Mr. Lanprum. Suppose you proceed with your statement in what- 
ever fashion you feel would be most effective. 

Mr. Meany. Thank you. 

Mr. Chairman, on behalf of the AFL-CIO, I appreciate this oppor- 
tunity to discuss with you the need for improvements in the Fair Labor 
Standards Act. 

Let me say at the beginning that we are pleased and encouraged that 
you have gotten off to an early start on this matter. We all know that 
this year’s session of Congress will be short. If there is to be legisla- 
tion enacted in this field—and there must be—there is no time to waste. 

In that spirit, I respectfully suggest the necessity for keeping these 
hearings as brief as possible. I would not for a moment suggest that 
your committee should act without full knowledge of the facts. But 
I submit that the facts with respect to the Federal minimum wage 
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have already been presented in exhaustive detail, and are well known 
to the committee and the Congress. 

After all, this is the fourth time in 5 years that we have come before 
a committee of Congress on behalf of a better wage and hour law. 
Each time we have presesnted a wide variety of statistics—none of 
them challenged as to their accuracy—which, in our view, completely 
justify a higher minimum wage and a substantial increase in coverage. 

What has happened in those 5 years? 

Every social and economic factor supporting our position has grown 
in weight and intensity. And there has been no indication whatever 
of any counteraction that would lessen the need for this legislation. 

This is not a situation in which time acts asa healer. The passage 
of time has only made matters worse—a great deal worse. 

I think it is significant to compare the position of the Secretary 
of Labor, as expressed publicly in recent days, with the position he 
took before the Senate labor subcommittee less than a year ago. 

Last year Secretary Mitchell vigorously opposed any increase in 
the Federal minimum wage, and crepes only a token extension of 
coverage, affecting only a relative handful of workers. 

We are glad that he has moved in our direction even though he has 
not moved nearly far enough. 

I think the record proves that Secretary Mitchell is consistently 
overcautious on wage-hour legislation. You will recall that in 1955, 
when the Fair Labor Standards Act was last mended, the Secretary 
insisted that a minimum of 90 cents an hour would be high enough. 
The Congress, in its wisdom, set the minimum at $1. Events proved 
that Congress was right, for none of the gloomy forebodings of the 
Secretary about inflation due to a better minimum wage, or jobs lost 
forever vhuas the fair labor standards law had been made fairer, 
or so on, turned out to be true. The economy took the $1 minimum 
in stride; yet if the Secretary had his way at that time, several million 
workers would have been shortchanged. 

We hope this committee, and this Congress, will also be more realis- 
tic, more forward looking, than the position most recently stated by 
the Secretary of Labor. 

Now let me turn to the facts at issue here. I said a moment ago 
that they were well known to you, and that is true. Therefore, I will 
merely summarize them. We do have detailed statistics for the 
record, which will be presented by the director of the Department of 
Research of the AFL-CIO, Mr. Stanley Ruttenberg, who is here 
with me. 

In summary, these are the facts: 

1. The present minimum wage of $1 an hour is too little—far too 
little—to maintain, in the words of the act, “the minimum standard 
of living necessary for health, efficiency, and general well-being of 
workers.” I submit, gentlemen, that this is self-evident. 

2. At least 20 million American workers are denied the protection 
of the law in any respect. Many of them earn even less than $1 an 
hour. A smaller proportion of the work force is protected today 
than was the case in 1938, when the act went into effect. 

3. The workers whose wages are close to the legal minimum, or 
below it, are not affected to any marked degree by wage movements 
in higher paid occupations. The reverse is also true; that is, the 
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general wage structure, and the earnings of higher paid workers, 
are not affected by increases in the Federal minimum wage. 

4. Average industrial earnings as of January 1960 are $2.29 an 
hour. That means the average—an average that includes the lowest 
paid as well as the highest paid—is more than twice the legal mini- 
mum. It is more than $1 an hour higher than the minimum we are 
proposing. 

5. Therefore we have created, within our society, a growing group 
that might be called the “working poor”-—millions of men and women 
who are employed at useful, productive jobs, but who are condemned, 
by the inadequacy of the law, to live out their lives in destitution. 

Those are the facts. Those are the dimensions of the need for ac- 
tion. I venture to say that no one who appears here, not even the 
bitterest opponents of wage-hour legislation, will deny these facts. 
You will hear excuses; you will hear attempts at justification; you 
may be told that all these millions of miserably paid workers are 
housewives earning pin money and schoolboys saving their pennies 
for a college education. But none of the plausible defenders of the 
status quo can escape the basic truth as I have given it. 

Now let us consider what these facts mean to us as a nation. 

To me, the worst thing involved here is the social and moral effect. 
I say it is disgraceful; and it is a shocking thing that we have al- 
lowed this disgrace to continue for so long a time. 

Yes, we have a generally high degree of prosperity today. Yes, 
we enjoy in this country the highest average standard of living in 
the world. But how can we take pride in that, how can we live with 
our consciences, when we know that millions of our fellow citizens 
can’t earn enough, working full time and overtime, to provide them- 
selves with food, clothing, and shelter? 

Oh, you can do all kinds of tricks with statistics. You can take 
a fellow earning $4 an hour and a fellow earning $1 an hour, and 
you can add them up and divide by two, and you can come up with 
an average of $2.50 an hour. That’s a statistic. But behind that 
statistic, hidden behind it, is the truth—that one fellow is earning a 
living and the other fellow is not. 

I think it is about time we dealt with the truth on this matter. It 
is about time we did something about the fellow who can’t earn 
enough to live on, no matter how hard he works. 

Let me point out that by doing the right thing morally, we would 
be doing the right thing economically. And we would be doing the 
oa? thing for the prestige and the security of our democratic way of 
ife. 

We all know that one question that greatly concerns the economists 
and the political scientists today is our rate of growth, in terms of our 
national product. In the last few years we have slowed down, while 
the Soviet Union has speeded up. On the basis of what the experts 
tell us, we in the AFL-CIO believe our economy ought to be growing 
twice as fast as it is—at an annual rate of 5 percent, instead of only 
2% percent or thereabouts. We think the persistence of unemploy- 
ment, amounting to about 5 percent of the work force, in the face of 
a general business upswing, is evidence that we are right. 

How does our economy expand? What makes it grow? It grows 
when we make more goods—when we produce more. But we also 
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know that it is not enough to make the goods; somebody has to buy 
them. 

It is perfectly obvious that a group of people who are in a state of 
permanent poverty, or worse than poverty, aren’t going to buy their 
share. They can’t even afford decent housing, or enough clothes, or 
in many cases enough food. 

Let me point out that the inability of these people to be full con- 
sumers has other effects. 

It cuts down the number of higher paid jobs available, by limiting 
the market for everything from cars to carpets. 

It raises the direct and indirect cost ef social welfare. The poor 
are an expensive luxury for the community as a whole; they cost mil- 
lions of dollars in public assistance and public health programs, slum 
clearance, school lunches and programs to combat juvenile delinquency. 

Some of this is unavoidable, and few of us begrudge the cost of it. 
But why should employed, productive workers be a part of these 
social problems? That is not only unjust; it is plain foolishness. 

Now I would like to add a few words about a point I made in passing 
a few minutes ago—the importance of this matter to the prestige of 
our democratic way of life. 

Our struggle against world communism is not only a matter of 
bombs and missiles. We are locked in a war of ideas; and that war 
would continue, even if the threat of a shooting war could be wiped 
out overnight. 

This war of ideas is being waged, not. so much within the borders 
of the United States and the Soviet Union, as in the underdeveloped 
and uncommitted countries—among the people of the new, aspiring 
nations in Africa and Asia, and among the fearful and bewildered 
people in the satellite states. 

In this war of ideas we have a great advantage, because we are in 
the right; because what we stand for, the principles of human dignity 
and personal liberty, have no counterparts in a Communist society. 

But we cannot take the outcome for granted. We must realize that 
we are appealing to people who have never known either freedom or 
comfort; and to whom enough to eat may be at least as attractive as 
free elections. 

We must stand on the four freedoms—all four of them. We cannot 
let two of them go by default. 

Freedom of speech, freedom of worship—yes, to us, as Americans, 
these are all important. But we cannot take our stand on these alone, 
conceding to the enemy the others—freedom from want, freedom from 
fear. We cannot concede even one of them. 

Yet that is what we are doing when we allow our own workers to 
toil at less than subsistence wages. 

What kind of freedom from w ant does a man have at $1 an hour? 
What kind of freedom from fear? 

You and I know that $1 an hour in free America is better than $100 
an hour, or any other sum, in totalitarian slavery. But I hope you 
will agr ee that a peasant in India might be forgiven for not sharing 
our knowledge. 

The tragedy is this: We do not have to run that risk. We can 
afford all of the four freedoms. ‘To use the least idealistic terms, we 
can get them at a profit. 











by 
th 
di 


le 
se 
sr 








ome SE 


—IS et OD 


n 


, 
a 


0 


_— oe ed 


va 








MINIMUM WAGE-HOUR LEGISLATION 35 


What do we propose ? 

We support the amendments contained in H.R. 4488, as introduced 
by Congressman Roosevelt and many of his colleagues. We consider 
this bill to be a very conservative, a very modest approach to the con- 
ditions I have described. 

Raising the minimum wage to $1.25, as the bill provides, would at 
least assure subsistence—a grim, gray subsistence, I might say—to a 
self-supporting worker. And it would help to protect thousands of 
small enterprises from sweatshop competition. 

The increase in the minimum should also be reflected in an increase 
in minimums in Puerto Rico. Both Puerto Rican and mainland 
workers are best served by narrowing the gap between their minimum 
wages as rapidly as possible. Specific details on how this may be 
accomplished most soundly will be discussed with you later by repre- 
sentatives of unions most directly interested, those who have joined 
together in the AFL-CIO Joint Minimum Wage Committee. 

Extending the protection of the law to some 714 million more work- 
ers—hardly more than one-third of those who are now excluded— 
would be a good start toward relieving the plight of the most neglected 
group in our society. 

On this point, we and the Secretary of Labor have been in agree- 
ment for a long time, in principle if not in detail. The Secretary 
and the AFL-CIO both have shildetl a high priority on the increase 
in coverage. Since 1938 in some cases, and since 1949 for those who 
were cast, out of the law’s jurisdiction at that time, the gulf between 
the unprotected workers and other Americans has steadily widened. 
Their wages have not even gone up in proportion to the minimum 
wage. The longer we wait to bring them under the law, the harder 
it will be to do so. 

This does not mean—and I want to emphasize the point—that the 
AFL-CIO is prepared to accept an increase in coverage, no matter 
how extensive, as a substitute for an increase in the minimum itself. 
Simple humanity demands both; and on that principle no compromise 
is possible. 

I am sure I do not have to go into the details of H.R. 4488. You 
know them as well as I do, and possibly better. But I would like to 
mention, once again, the most widely circulated and least justified 
arguments of the opposition. 

First, this bill would not impose a penalty on small business. The 
exemption of retail businesses with less than $500,000 in gross annual 
sales makes sure of that. And in case there should be any doubt, the 
bill specifically excludes the “mom and pop” store operated by mem- 
bers of the same immediate family. 

We want to cover the big department stores, the farflung chains, 
the operations that comprise a small fraction of the ownership but 
that do a huge proportion of the dollar volume. By enforcing reason- 
able wage-hour standards on these commercial giants, who can well 
afford to pay, we won’t be hurting the small businessman—we’ll be 
helping him. 

Second, there is not the slightest basis for the belief that this bill 
would force any legitimate employer out of business. There has never 
been any valid evidence that wage-hour improvements drive out busi- 
ness—even though there have been concerted efforts, on occasion, to 
find that kind of evidence. 
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Finally, there is no justification for the charge that this bill would 
be inflationary. We only need to look at the industries most directly 
affected by previous raises in the minimum wage. Experience has 
shown that increases in the minimum wage do not touch off an infla- 
tionary trend. And there is ample evidence that the proposals we 
support would have a negligible effect on prices, even if the whole 
amount was passed on to the consumer. 

But in all frankness, I want to say something further about these 
last two points. 

If an enterprise cannot survive except by paying wages of 75 cents 
or $1 an hour, I am perfectly willing for-it to go out of business. I 
do not believe that such an enterprise is worth saving at that price. 
It does more harm than good, socially and economically. It is not 
an asset; it is a liability. So if this kind of business is killed by a 
minimum wage of $1.25, I for one will not be sorry. 

In the same way, if raising workers’ wages from 80 cents an hour 
to $1.25 an hour causes some increase in prices, I refuse to be alarmed. 
The damage that 80-cent wages do to us, socially, morally, and econom- 
ically, is far worse than any harm we might suffer by raising prices 
enough to pay $1.25. 

I have tried to indicate my belief that few, if any, prices would go 
up as a result of this bill. Yet I think the record should show that 
we in the AFL-CIO do not share the belief that inflation is the only 
danger, or even the worst danger, facing our economy. Abnormal 
prices are bad, but subnormal, below-subsistence wages are worse. 

I suppose I should pay my respects to one other argument—that the 
minimum wages in occupations like retail trade should be left to the 
States. I gladly acknowledge that in the last year or two, several 
States have improved their wage-hour laws. Unfortunately, the im- 
provements were greatest where the need was least. When it is con- 
sidered that we have 50 States in this country, the number that have 
taken action is hardly encouraging. 

Mr. Chairman, I have deliberately kept this presentation brief. If 
you feel I have passed too quickly over the facts and figures, I hope 
you will allow Mr. Ruttenberg to provide a remedy. 

But I confess I have the feeling, justified by the record, that I have 
been over this ground many times before. I do not mind repeating 
myself, if it will serve a good purpose; yet I can’t help wondering why 
it is necessary. 

This was a very important issue 5 years ago; it is a desperately 
important issue today. You on the committee know the facts as well 
as Ido. What can I say to you today that I have not said before. 

We have had altogether too much talk, and no action at all. Mean- 
while these millions of unfortunate workers have suffered, our economy 
has suffered, our consciences have suffered, and our world prestige 
has suffered. 

I urge you—put an end to this suffering. 

Our country needs this bill. The need was great yesterday; it is 
greater today; and unless it is met, I dread to think of tomorrow. 

The matter is in your hands. I hope, most earnestly, that you will 
resolve it promptly and well. 

Thank you for your courtesy. 

Mr. Lanprum,. Mr. Meany, I would like to receive your comment, 
and I believe there are other members of the committee that would also 
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like to hear your feeling with regard to the question of what our con- 
tinuing rise in wages or labor costs in this country is going to do to us 
in the field of foreign competition. Yesterday some statement was 
made by representatives of some of the manufacturing interests in this 
country about the problems confronting them. While there is no real 
answer or argument against most of what you have said this morning, 
I personally, and I think most of the members of the committee, have 
considerable concern over what we are going to do about the competi- 
tion from foreign markets of goods manufactured in what we know 
to be even below substandard in relation to our own wages. For in- 
stance, in the men’s shirt field we have statistics to show that where 
the shipment in 1955 was less than a thousand dozen annually, or less 
than a thousand dozen in 1955, in 1956 that same market, 28,000 dozen 
came in; in 1957, 450,000 dozen; in 1958, 529,000 dozen; and in 1959, 
1,161,000 dozen. 

The wage rates under which those shirts were manufactured show 
according to these figures presented to us by the representative of 
Cluett-Peabody and several other companies joining with that recom- 
mendation which I do not have to name, a trimmer and a cutter in that 

articular industry makes about $2.20 an hour in the southern region. 
i don’t know how it runs in other regions of the country, but I think 
that is about the same. Whereas the same class of employee in the 
market from which these imported shirts are coming makes about 
7 to 9 cents an hour. 

I would like, at least, and I think other members would, to have 
some of your thinking on that problem. , 

Mr. Meany. Of course, this is a problem that we are giving con- 
siderable thought to. It runs into a far greater field than just the 
question of minimum wages. 

Mr. Lanprum. Before you get too far into the discussion, in addi- 
tion to just the minimum wages, we don’t want to confine our thinking 
just to the men’s garment industry. It affects all our industries. 

Mr. Meany. I realize that. This is a problem that is causing con- 
siderable discussion among trade-union people. We have felt for a 
long time that we just can’t live with a fence around this country. 
We have to live with our neighbors in the world. Our feelings on that 
question have been more or less justified by events that have occurred 
in the last 15 years. Travel has become swifter and communications 
have become more rapid. We have always taken the position that we 
did not feel that the answer to this problem was restrictions by tariff 
quotas and things of that type. You referred to the shirt manufac- 
turing and foreign competition. You said the difference was roughly 
between $2.25 an hour and 9 cents an hour. Are we going to meet 
that competition by reducing our wages? I know in the case of other 
articles our manufacturers can’t compete even if American labor gave 
its services gratis. In other words, they still can’t compete. 

Mr. Lanprum. I think no member of this committee and certain] 
not I would advocate lowering wages to meet that. We have to loo 
at it from the other angle. 

Mr. Mrany. I realize that. I am pointing out that it is not just 
wages. There must be other factors involved outside of wages. In 
the case that you cite, this advantage, if it is solely wages, couldn’t be 
met unless we reduced our $2.20 an hour by $2.11 an hour to 9 cents an 








38 


MINIMUM WAGE-HOUR LEGISLATION 


hour. Just how this is going to be met is something we are studying 
and I am sure Members of Congress are studying. 

We have taken the position for a number of years that we were in 
favor of the reciprocal trade pacts and certainly not in favor of reduc- 
ing our trade by restrictions in the form of higher tariffs. Howev er, 
we do have certain industries where this thing 1s really acute, where it 
resents an immediate problem. One of them, of course, is the shirt 
industry that you presented. I heard a television commentator the 
other night commenting on Hong Kong and how you can get suits 
there at a price that we could not meet if the labor was voluntary and 
unpaid. 

This overall question of our relations with the other nations of the 
world is a question of foreign policy. It goes into the question of 
Government subsidies, of competition with the Soviet Union. It is one 
facet of the so-called cold war and the attempt on the part of the 
Soviet Union to win these uncommitted people by subsidies and giving 
them certain advantages. 

This minimum wage problem that we have here at home is certain] 
another facet to the so-called cold war. We just can’t compete wit 
the Soviet Union with an economy that is going downhill or that is 
falling behind. 

I say that when we increase our gross national product less than 4 
percent a year, we are going dow nhill because 4 percent a year does 
not take care of the growing needs of our people and our increased 
population. 

One of the phases of this, which I mentioned in my talk here this 
morning, is the impact that higher wages have on the purchasing power 
and on the expansion of our economy. This is a need we must also 
take into account when we consider foreign competition in these 
industries that find themselves with an acute competitive problem at 
the present time. I confess that I don’t know the answer except to 
say that we are studying it. We are very much concerned about it. 
I don’t think that raising the minimum wage is going to affect that 
situation at all. 

Mr. Lanprum. You mean, then, if we assume that we give an in- 
crease in the minimum wage of any amount that it is going to have no 
bearing with the foreign competition ? 

Mr. Meany. Not any appreciable effect; no. If that was the an- 
swer, then you would have to advocate reducing our wages. 

Mr. Lanprum. Do you anticipate that some of our American manu- 
facturers may continue to want to invest their capital abroad? 

Mr. Meany. Mr. Landrum, I think that most of our American 
manufacturers will invest their funds abroad under any conditions 
where they can see a possible profit. This is just one of the facets. 

Mr. Lanprum. Isn’t that one of the things that we must consider 
in thinking about a legislative increase in a minimum wage? 

Mr. Meany. I suppose it is something that we have to consider. Do 
you think that if we refrain from increasing, this will stop these manu- 
facturers from looking for markets abroad, looking for places to manu- 
facture their things abroad and ship them back in here ? 

Mr. Lanprum. Certainly not of itself and by that alone would we 
stop these things. What we are trying to do as you suggested an over- 
all picture here. I would enjoy going on in a discussion with you 
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because of your experience and because of our responsibilities. I am 
sure I would profit. But there are other members of the committee, 
and I yieldtothem. Mr. Roosevelt. 

Mr. Rooseverr. Thank you, Mr. Chairman. 

Mr. Meany. I think you well stated it when you said you have been 
before the committee several times before. I think the general story 
on minimum wage legislation is certainly not new to members of this 
committee, and, for that matter, most of the Members of the Congress. 
I have noticed that the subject you were just discussing with the chair- 
man has been raised, and I am glad to hear you say what you said, be- 
cause certainly, in my opinion, and I hope in yours, the fact that we 
would go ahead with a minimum wage bill would in no way deter a 
consideration of the problem of foreign competition. I want to have 
it on the record that you are not saying that the proper committees 
of Congress should not go ahead and consider this problem. You are 
in favor of considering it, are you not, sir, but without delay to this 
minimum wage legislation? Would that be a correct statement ? 

Mr. Meany. I did not get the question. 

Mr. Roosrvetr. I wanted to make sure that you were not implying 
that we should, in any way, deter ourselves from considering the 
problem set up by foreign competition. 

Mr. Meany. No. 

Mr. Roosrveir. But your position was that this was not a reason 
for delay in this legislation. 

Mr. Meany. That is right. 

Mr. Roosrvetr. Mr. Meany, in the other body the committee which 
is studying this legislation, or the subcommittee, has come up with 
certain provisions relative to a step-up in the application of the min- 
imum wage, and in particular in the application of the overtime pro- 
visions. Do you have any comment, or any advice, that you might 
wish to give us with relation to that? Is that a reasonable approach, 
for certain, of the more difficult industries ? 

Mr. Meany. I want to make it quite clear, Congressman, that we 
do not want to place any unfair burdens on industries that want to 
build up their wage structure. Certainly we would not object to 
the sten-up procedure where it is called for. 

Mr. Roosrvett. The chairman wanted to be sure that he understood 
my question correctly; that in the subcommittee in the other body, 
suggested a step-up of a 3- or 4-year period reaching the amount of 
$1.25. That is what we are both talking about, and I want to assure 
the chairman that is what it is. 

The only other question, Mr. Meany, that I would have at this 
time is this: If we do not do this, if we do not go ahead with minimum 
wage at this time, considering the economic factors as you know them 
to be, are we not running a great risk in this country that we might 
well be putting ourselves in a position where we would be not sup- 
porting the economy with an increased purchasing power which might 
open the danger to a real economic recession / 

Mr. Meany. That is a very distinct possibility. We got our un- 
employment figures the other day. It always makes good reading 
to say that there is an improvement, and that there is less than 5 
percent of the work force unemployed. Roughly, it is about 4 million 
now, or 3,900,000. But I would like to point out that this percentage 
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insofar as the worker who is unemployed—and, unfortunately, I am 
coming to the conclusion that a good many of these workers on that 
list are permanently unemployed—this percentage means nothing to 
them or their families and kids. When they are out of work, they 
are 100 percent out of work, even though somebody else has gone 
back to work. This is something I don’t think we can afford as a 
nation in the present world situation in which we find ourselves. We 
just can’t afford not to find some solution for this problem. It is 
quite obvious that purchasing power in any form means jobs. It 
just goes right through the wicks structure. It is not only the mini- 
mum wage. I think there are other things we have to do to try to 
meet this problem. I think these depressed areas, where we find 
people living permanently on charity—well, able-bodied men in West 
Virginia have no other prospect as far as they can see, at the present 
time, but to live on charity for the rest of their lives. That to me is 
a deplorable situation. You don’t help it any just because we can 
say that area had a few hundred thousand less unemployed this month 
than there were 3 or 4 months ago. It does not change the situation at 
all. It is not just minimum wages. There are many factors. It is 
all wrapped up in this question, Can we move forward a little faster, 
or stop going backward ? 

I again point out that any annual increase rate less than 4 percent 
or 3.5 percent—I am not going to quibble over the figures—in the 
gross national product means we are going back, because we are not 
meeting the expanding need of our expanding population. 

Mr. Roosevett. Mr. Meany, wouldn’t it also be true that the great 
mass of taxpayers in this country would be greatly helped if we could 
bring this t million additional people into a position where they 
would be approaching the time when they could do their share in 
supporting the local tax structure for setisols and other improvements 
which we know are so badly needed today ? 

Mr. Meany. I think that is quite obvious in the situation. I know 
cases where people are working and getting wages under which they 
can’t live unless they steal. I say that people working in the great 
city of New York in certain occupations—I am not saying they are 
affected by this—just can’t live in that city under wages they get 
unless they go out and steal, or unless they get public charity. I 
think those things affect every taxpayer. I don’t think you can sa 
that just affects the people that are suffering directly. I think it 
affects every community. 

Mr. Roosrvetr. We also improve their productivity to the point 
where they become more valuable to the economy ? 

Mr. Meany. That is true. 

Mr. Roosevettr. Thank you. 

Mr. Lanprum. Mr. Ayres. 

Mr. Ayres. Mr. Meany, I have enjoyed your presentation. The 
714 million more workers that would be covered under the Roosevelt 
bill, do you have any figures showing what percentage of that 714 
million now make the minimum ¢ 

Mr. Meany. We have the figures here as soon as I can get them 
together. Thirty-seven percent of those who would be brought under 
this bill, H.R. 4488, are now earning less than the $1.25. In other 
words, that would be 3,087,000 out of an estimated total of 7,992,000. 
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Mr. Ayres. Are they primarily in the manufacturing field? 

Mr. Meany. Sixty-six percent, according to our figures—and I can 
gi . you a more refined breakdown if you wish—would be in the retail 
field. 

Mr. Ayres. Would you have any figures showing what percentage 
are organized? What I am trying to get at, Mr. Meany, is this: 
Those making less than the minimum now, are they primarily a group 
that are not represented by organized labor ? 

Mr. Meany. I would say, in my opinion, “Yes.” Of course, com- 
petitively, they are a threat to the group that are organized. They 
are a threat to their standards. 

Mr. Ayres. Have you any particular reason why this group should 
not be organized ? 

Mr. Meany. First, the fact that their wages are so low is one of the 
things that keeps them in a state of constant poverty and despera- 
tion. That may be one of the reasons. I have never looked at this 
problem from the problem of organization. I have never given it a 
single thought on the question of organization, except as the unor- 
ganized worker who receives these wages is a constant menace to the 
conditions that the organized worker has built up. I don’t have 
any breakdown here on who belongs to unions or not. I say that 
most of the people who are under the minimum don’t belong to the 
unions. There may be some that do. But most of our unions, espe- 
cially in these trades that are affected, have achieved higher mini- 
mums than this. 

Mr. Ayres. What I was getting at, Mr. Meany, was this: Let us 
take under the bill where the chainstores would be covered, anda girl 
working at a lunch counter for that chain-owned restaurant would 
then be covered by this law and receive the minimum wage. Whereas 
in that same town your union has negotiated a contract for waitresses 
at 75 cents, and the people who did not work for this chain would still 
get the 75 cents under your contract, whereas the chain where they 
were not organized would be getting the $1.25. 

Mr. Meany. You have this inequity running all through your 
economy. This is something that happens when you exempt small 
businesses. We are saying in this that we are not objecting to that. 

Mr. Ayres. My point is that in many areas you have negotiated a 
contract less than the Federal minimum. 

Mr. Meany. You mean for people that are not covered by the Fed- 
eral minimum ? 

Mr. Ayres. That is right. 

Mr. Meany. Of course, we negotiate those contracts. We very 
fervently hope that we can bring them up. This is the history of or- 
ganized labor. No union goes into a nonunion field and brings its 
people up overnight. In a good many cases you have to accept the 
wage conditions as they are and by collective bargaining over the 
years gradually bring them up. I don’t get the point that you are 
making here. 

Mr. Ayres. The point is that you have negotiated contracts below 
the minimum because the local market would not stand any more. 

Mr. Meany. No, I wouldn’t say that is the answer. 

Mr. Ayres. That is the fact. 
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Mr. Meany. The fact that the people get less than the minimum 
wage certainly can’t be accepted as meaning that the local market 
can't stand any more. 

Mr. Ayres. I have watched some of your bargaining units work, 
Mr. Meany, and if the local market could have stood any more, I think 
you would have gotten it. 

Mr. Meany. I don’t know. I think you get plenty of resistance 
in cases where the market can stand more. 

Mr. Ayres. You mentioned here that very few States had acted 
in this field and those who had acted had not done too good a job. In 
your opinion, Mr, Meany, what is the basic reason that a State does 
not recognize what you have shown to be a need when they are so 
much closer to the situation than is Washington ? 

Mr. Meany. I guess you would have to ask the people who run the 
State. How would I know? How do I know why they fail to ree- 
ognize what I think is obvious? 

Mr. Ayres. Let us take our State of Ohio. We had a change in 
administration last time. The administration that was elected had 
the wholehearted support of organized labor, with a Governor and 
State legislature of the same party, and we did not make any progress 
in this field. 

Mr. Meany. Maybe we supported the wrong party. 

Mr. Ayres. There must be some reason why the States are not 
acting. 

Mr. Teter. Will the gentleman yield? 

Mr. Ayres. Yes. 

Mr. Tevter. I am not a member of this committee, but I simply 
want to point out that I was a member of the legislature before I was 
elected to Congress, and I served for several years as a member of the 
joint legislative committee in New York on labor and industrial rela- 
tions, and every year we had hearings on the question of creating a 
State minimum wage law, which we lack to the present time. We 
only operate under wage orders, although there is a possibility we 
may have it shortly. Whenever the hearings came around to the 
question of should we increase the minimum wage law, all the rep- 
resentatives of industry, without exception, came before our committee 
and said, “We cannot afford to place ourselves at a competitive dis- 
advantage with other States.” This is a national problem. We are 
here now to solve that problem. 

Mr. Meany. Then, of course, you find situations in State legisla- 
tures—and I am familiar with the one Congressman Teller referred 
to—where the State constitution has set up the representation basis in 
such a way that you just can’t get bills of this type through. If we 
had equal representation of the industrial areas in the State of New 
York, this would not have happened. 

Mr. Ayres. In reply to the gentleman from New York here, I think 
the figures you stated here earlier as to what percentage of these were 
already making the minimum that you would be covering, that the 
people we are primarily talking about here are not people engaged 
in industry that would leave one State to ge to another. 

Mr. Treiier. You mean insofar as extension of coverage is con- 
cerned. Perhaps that is true. But not insofar as the general mini- 
mum wage increase, Mr. Ayres. That would apply to interstate 
industries. 
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Mr. Ayres. But the people that are involved in the manufacturing 
of products, the people who would change localities, I am certain that 
a large percentage of them are engaged in the manufacturing field, 
and in the retail clerk field which he pointed out. 

Mr. Teer. It is all a relative problem. I would say in many in- 
stances what you say is true. In the same way that to blow up the 

question of foreign competition as though it were anything more 
* a peripheral problem is to give it significance which it lacks. 
For example, we know that when we talk : ‘about 9 cents an hour—I 
don’t know where it exists, it may exist—or 30 cents an hour in 
Europe, that the wage rate in European manufacturing is completely 
different from ours because we are the only country that lacks a com- 
pulsory health insurance program which goes into the wages of em- 
ployees. They have, compared to ours, much more hospital scope and 
vacations and holidays and social security benefits and many other 
practices. In Japan, for example, an employer is responsible for 
virtually housing the employee. So that the wage rates we give are 
inadequate. Again in the case of Japan they import more from this 
country than they export to this country. So w hat we have to do is 
to take this problem in a reasonable way. What is paradoxical to me 
is that workers should come here and representatives and ask for an 
increased minimum wage, and we should say an employer here or 
there and we sympathize with them, because the employer comes 
here, that we should then say we have to stop when the workers them- 
selves all would suffer, too, if it were a substantial thing, tell us that 
they want it. 

Mr. Ayres. One more question, Mr. Meany. On page 5 of your 
testimony, you say— 

First, this bill would not impose a penalty on small business. The exemption 
of retail businesses with less than $500,000 gross annual sales makes sure of 
that. 

Am I to infer from that statement that there is a possibility that if 
small business was covered by this, that it would be injured ¢ 

Mr. Meany. No. This is to me a contention that seems to attract 
a lot of attention and a lot of symapthy. This isa practical approach 
to try to get legislation passed. 

Mr. Ayres. Aren’t there more people employed in businesses doing 
a gross of less than $500,000 than there are those over / 

Mr. Meany. No; not in the area we are trying to cover. 

Mr. Ayres. But the total employment of small business, of the 
group. 

Mr. Meany. You mean taking everything in the country, whether 
they are covered or not. I don’t know. What do you have to say to 
that ? 

Mr. Rurrenserc. Three percent of the establishments in retail have 
a gross sale volume of more than $500,000, or conversely, 97 percent 
of the retail establishments by number of establishments would be 
exempt under the terms of Mr. Roosevelt’s bill. 

On the employment side, two-thirds of all uncovered workers on 
salary are in this category. Two-thirds of the total number of em- 
ployees are employed by those establishments having less than 
$500,000 worth of gross annual sales. 
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Mr. Ayres. Then if we are going to look at this from the angle Mr. 
Meany has made his strong position on, we are discriminating against 
the employee who happens to be employed by a company doing less 
than $500,000. Doesn’t he get just as hungry? Doesn’t he need just 
as much bread and shelter ? 

Mr. Meany. In other words, your position is that we should cover 
everybody ? 

Mr. Ayres. I didn’t say what my position was. 

Mr. Meany. You said are we discriminating against. Perhaps that 
is true. Perhaps we are discriminating. But we are trying to help 
some workers. We have the very pr actical problem of trying to get 
votes on legislation. 

Mr. Ayres. Why have you selected, Mr. Meany, this particular 
group tocover? Is it because you think you get more votes ? 

Mr. Meany. Because we think it is the biggest single group that 
needs this coverage. 

Mr. Ayres. It is not the biggest single group by employees. 

Mr. Rurrenserc. Let me make a correction, Mr. Ayres. ‘There are 
100,000 retail enterprises that would be covered by H.R. 4488, that 
constitutes 6 percent, not 3 percent, of all the retail enterprises in the 
country. These are the larger ones. These are the big chains. They 
represent two-thirds of the total uncovered wage and salary workers in 
retail. I had reversed it toa third. I was wrong. It is two-thirds 
that will be brought under coverage. 

Mr. Ayres. Then the number we are going to discriminate against 
is not quite as large. 

Mr. Rutrenserc. It is one-third of the total in retail. 

Mr. Ayres. Thank you. 

Mr. Roosrevett. When you say we are discriminating against them, 
Mr. Meany, I don’t think that is necessarily so. An individual em- 
ployed in a very small store has an entirely different relationship in his 
employment than the person who is part of a large chain where he 
does not have any opportunity to discuss his problems. He undoubt- 
edly does not get as many side benefits as the individual who is em- 
ployed only with two or three or five other people working with him. 
It is an entirely different situation. What we are getting at is prim- 
arily to help those who cannot in any way help themselves, particularly 
when they are employed by the large employer, is that not so? 

Mr. Meany. That is true. I don’t know why this should be con- 
strued as discrimination. We discriminated against the small es- 
tablishments when we enacted the National Labor Relations Act, not 
because we were in favor of the employees in those small establishments 
being treated less favorably, but because we wanted to do what we 
could. In other words, we were trying to do what was possible. I 
can show you any number of pieces of legislation at the State and 
National level that exempt agriculture and farmers. From my own 
point of view, we have a problem and we want to be as helpful as 
we can. Of course, we can go all out and say we want all or nothing. 
Of course we get nothing and we wait for the millennium. I am not 
one of the fellows that wants to wait for the millennium because I 
don’t believe there is one. I want todo what Ican. From my prac- 
tical noint of view. it is not a question of discrimination. It is trying 
to help as many of those as we are able to help, rather than taking an 
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all-or-nothing position. Knowing from experience, if we attempted 
to cover the “mom and pop” stores, this would mean we could not 
pass any legislation. 

Mr. Ayres. Mr. Meany, speaking from my own practical experience, 
$500,000 worth of business, or $499,000 worth of business, that would 
not be covered, is not a “mom and pop” operation in most instances. 

Mr. Meany. I did not say it was. Following your line of reason- 
ing, if we leave anything out, we are discriminating. Then going a 
step further, the only thing we should do so as not to discriminate is 
to include everybody, which includes the “mom and pop” operation. 
I say if we attempted to do that, and followed your advice, we would 
just be making motions, and would not have any chance in the world 
to get legislation in this field. You could not get the votes. You 
know that. 

Mr. Ayres. It is not my advice. We heard so much on the floor 
of Congress in the last 2 weeks on discrimination, maybe it was just 
on my mind. 

Mr. Lanprum. The Chair recognizes Mr. Dent. 

Mr. Denv. I was going to jump right in on that particular field, 
but it seems to be pretty well covered. I think there are many rea- 
sons why the stores under a certain figure, whether the figure of $500,- 
000 or not is the right figure, but in the retail businesses there are 
similarities in that business as in any other industry or productive 
field. There is a great deal of difference between the amount of re- 
turn that an employer gets out of an employee who works in a store 
that has a $2 million or $3 million volume as compared to an employee 
in a store of $500,000 or less. A practical person would always give 
consideration to that particular fact. 

Seriously, the subject having been brought up, I can easily see 
where if you wanted to seal this legislation forever in a coffin and put 
it away to sleep, just try to cover everybody in the United States, and 
nobody will get covered. It is a question, too, as to whether or not 
there are many fringe benefits that come to an employee in a small 
town who is a part-time worker, many times a widow adding to her 
widow’s pension by working a few hours in an establishment. 
Frankly, if you raised the level of the permanently employed full- 
time workers in these big chain operations, you automatically raise 
the level of every worker, whether they are covered or not covered 
in this particular legislation. The thing I want to really get into and 
talk to Mr. Meany about more than anything else is whether or not he 
feels, as I am inclined to feel, we hear a great deal of talk about this 
increase in minimum wage adding a cost to the retail price of a prod- 
uct. I am wondering if the taxes, both local, State, and Federal, and 
the interest rates on borrowings by the industries, has not a greater 
effect on the retail price of a product than the minimum wage as a 
minimum wage has. What is your opinion on that ? 

Mr. Meany. I could make quite a long reply on that. 

Mr. Dent. I know you could. 

Mr. Meany. I know some industries where the biggest single factor 
in keeping the industry going is the cost of hiring the money. 

You can’t make any comparison to the cost of money. Actually to- 
day the cost of money is stifling a major industry in this country, in 
my opinion. It is going to contribute to a possible disaster. I mean 
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this policy of rubbing more fat into the pig’s back which is all your 
tight money policy is, for my book. 

Mr. Denv. I wanted to make the point because we are going to be 
faced with the argument that the good that might come from wider 
coverage and an increase in the minimum might be wiped off by an 
increased cost in the marketplace. I, for one, believe that the sum 
that is being talked about and the number that will be covered if we 
take the whole bill as it is now written would have little or no effect 
upon the retail prices, as compared to what increased interest rates 
and increased local taxation will have upon that very product, and the 
industry that is producing it. 

Now, Mr. Meany, isn’t it also true that a great number of our citizens 
believe that we are covering approximately 714 million people, and 
that all of these 714 million people would be getting an increase in 
pay under this bill. Yet the truth is that if you break it down, as I 
understand Mr. Ruttenberg has done in his testimony, that less than 
one-third of the group w ould act ually be getting an increase in pay. 
Is that right ? 

Mr. Mrany. A little more than a third ; 37 percent. 

Mr. Denr. If everything is covered that is in the bill. 

Mr. Meany. Yes. 

Mr. Dent. Out of that isn’t it also true, if I understood you right, 
and from what I have learned from the figures that were presented 
to us before, that the ereat bulk of this group would be in one single 
industry, the retail trade ? 

Mr. Meany. Yes. 

Mr. Rorrenserc. Roughly about two-thirds of the total would be 
brought under coverage—of the 7.9 million brought under coverage 
under the bill, roughly 3 million get less than $1.25, and of the 3 mil- 
lion, about 2 million are in the retail trade. 

Mr. Denr. If it is about 3 million who get less than $1.25, do you 
have any idea how many would get less than $ $1¢ 

Mr. Rurrenserc. Figures are available. Offhand I don’t know 
them. We could furnish them to the committee. I think the greater 
bulk of them would be in the $1 to $1.25 category. 

Mr. Denr. I don’t want to prolong the thing. I think everyone 
knows pretty much where some of us stand. I am sorry that Mr. 
Ayres left. I was going to say that if he would make the motion to 
cover everybody on the floor, I would second it. That is all I have 
to say. 

Mr. Lanprum. Mr. Pucinski. 

Mr. Pucrnskr. Mr. Meany, would I be correct in assuming that you 
are supporting this legislation that takes in this 3 percent of the big 
chains? 

Mr. Meany. Six percent. 

Mr. Pucrysxt. Of the big chains? 

Mr. Meany. Yes. 

Mr. Pucrnskr. Because they are the ones who have engaged in the 
most. violent abuses of exploitation of the worker and they are the ones 
who can most afford this additional salary. Is that a fair “assumption 4 

Mr. Meany. That is a fair assumption. Of course, getting back to 
the so-called exemption or discrimination, that is quite obvious. As 
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against 94 percent of the other, the smaller enterprises, they can best 
afford it. 

Mr. Puctnskr. Because of their—for the lack of a better word— 
“monopoly” on the labor market in this particular field, they have 
actually, because of their low wage standard, been able to knock out 
these small businessmen who for the most part do pay a decent salary. 
Is that a fair assumption / 

Mr. Meany. I don’t know. I would not say so, no. I think the 
small businessman who wants to pay a decent wage in competition with 
these fellows, he is not in business any more. 

Mr. Puctnskt. That is the very point I am making. 

Mr. Meany. But those who remained had to reduce their standards 
if they had higher standards. 

Mr. Puctnsxt. The small businessman who wants to pay a decent 
salary, who has a much closer relationship with his employee and 
realizes his problems, is actually driven out of business because of the 
abuses by this magic 6 percent. Isthata fair assumption? 

Mr. Meany. That is not a fair assumption. That is just a histori- 
cal fact. If you look over the country, and I have lived long enough 
to see this with my own eyes, the small corner grocery store is gone. 
He was driven out without question by the big chains. 

Mr. Puctnsxt. Mr. Meany, I liked your statement, “You can do all 
kinds of tricks with statistics.” I think you are absolutely right. 
Perhaps nobody knows it better than we here in Congress who see a 
lot of statistics thrown at us. The other day the Labor Department 
issued a report that we are today enjoying the highest employment in 
the history of the country. Would either you or anyone on your staff 
have any idea of that total number employed throughout the country 
today—I think the figure was somewhere around 68 or 69 million— 
what percentage of that labor force today in America is earning either 
less than $1 an hour or less than $1.25 an hour? 

Mr. Meany. You realize that 68 million labor force includes domes- 
tics, supervisory, self-employed, farmers. 

Mr. Pucrysk1. That is exactly why I am trying to get a figure on 
the number of those people. This is a very imposing figure. Last 
night I had to put on chains on my car and I ran into a postal worker 
who has to have a second job at that gas station to bring up his salary 
standard so he can feed his family. I was wondering if we have any 
figures that would indicate what percentage of that 68 or 69 million 
labor force in America is today. 

Mr. Lanprum. You will have a chance to correct that in a few days. 
They have a bill coming up. 

Mr. Puctnskt. That is fine. 

Mr. Meany. In that 68 million, there is possibly 25 million people 
that there is no way to ascertain or to get any records as to what their 
wages are. 

Mr. Puctnskt. If we are trying to bring up the standard of living 
for only 7 million, assuming your figure is correct, certainly would 
you feel that we are asking too much ? 

Mr. Meany. I don’t think so. 

_Mr. Pucrnskt. I would like to have these figures, because I would 
like to know how many Americans, how many fathers cannot spend 
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an evening with their youngsters. You talked about delinquency 
here. I would like to know how many mothers cannot exercise their 
duty to their children because they have to go and take a supplemental 
job to supplement papa’s income. These are very significant statistics, 

Mr. Meany. I don’t think we have those statistics. I hear a lot 
about it. I know it is a practice that is quite prevalent right here 
in the Washington area, and I suppose in other areas, too, people 
holding two jobs. People run taxicabs around this town, and you 
know how loquacious taxicab drivers are, and you find out that the 
fellow has another job in the daytime. 

Mr. Hoitiann. Working on the Hill. 

Mr. Pucinsxi. Mr. Meany, one other question, because I know 
throughout these hearings this question is going to come up over and 
over and over again. If we do enact this legislation that we are actu- 
ally pricing America out of the foreign business market, I don’t re- 
call anyone suggesting that to meet this mounting competition from 
abroad we roll back profits, we reduce the executive staffs of big corpo- 
rations. I saw a survey here the other day which compared two simi- 
lar companies, one in America and one in England. It shows that the 
British firm, one man can make a decision. Under our corporate 
ee in this country, it takes 10 men before that decision can be 
made. 

Mr. Meany. We operate under a law given to us by the British, 
known as Parkinson’s law. 

Mr. Puctnsx1. Very good. Am I correct in assuming that recent 
studies in the Labor Department indicated that every time we broad- 
ened the minimum wage and actual coverage, that the actual reflection 
in the finished retail price of an item was less than 1 percent? Do you 
have any statistics to bear that statement out ? 

Mr. Meany. We don’t have them available here. 

Mr. Rurrenserc. I refer to them in my general statement. There 
is an estimate made that if you were to apply the $1.25 minimum to 
everybody in the bili, H.R. 4488, it would not increase the Consumer 
Price Index by more than 1 percent. That is assuming there could be 
no absorption, and all the cost would be passed on. This would not be 
the case. It all would not be passed on. So the total price effect would 
be less than 1 percent on the total Nation price level, and was in pre- 
vious instances of 1956 and 1949. 

Mr. Pucrnsxt. This argument that we are pricing ourselves out of 
business by increasing these benefits does not really hold up when you 
use those figures. I presume your figures are based on the Depart- 
ment of Labor. 

Mr. Rourtrennerc. Yes, they are based upon the Department of 
Labor’s material. I think generally you could also look at the prob- 
lem from this point of view. There are studies that have been made 
that show that when an increased minimum was applied, this caused 
those industries that had to put the minimum into effect to improve 
their efficiency. As they improve their efficiency they reduce the cost 
of production so that they can absorb the increased cost without chang- 
ing the price structure. In effect, studies have been made to indicate 
that this is the case. 

Mr. Puctnsxt. I am sure when we proceed with these hearings, we 
will hear the argument over and over that we can’t raise these wages 
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because we will price ourselves out. I am willing to bet that I won’t 
hear anyone suggest that we roll back our crop support program to 
bring down the cost of fibrous crops so perhaps we can make them a 
little more competitive, and bring down the final finished product, 
for instance, cotton shirts, and whatnot. I don’t think we will hear 
any suggestions like that. Of course, I would oppose them myself. I 
think our farmers are entitled to a good return for their work like 
everybody else, even though I come from the city. 

My final question: Have you people made any effort to ascertain 
how much of this increase for an employer could actually be ab- 
sorbed by his corporate tax structure? In other words, these people 
tell us they are going to be driven out of business if we increase these 
salaries. I had a letter yesterday from a hotel where they were kind 
enough to send me their statement. They did $1,200,000 gross. This 
is a small hotel in Illinois. They said if this law were adopted, the 
increase in labor costs for that hotel would be $60,000 a year. What 
portion of that additional $60,000 would be absorbed by their cor- 
porate tax structure? Could you offer a rule of thumb on that? 

Mr. Rurrensere. If you wanted to use that procedure, of course, 
the corporate tax is 52 percent. This is a gross deduction, and the ef- 
fective tax applicable to the $60,000 would be 52 percent paid by 
the Government, and 48 percent by the employer. 

Mr. Lanprum. That is where you start doing tricks with your 
statistics. 

Mr. Puctnsxr. When this particular party writes me and says it 
is going to cost him $60,000 a year more, it is not going to cost him 
$60,000 a year additional. 

Mr. Meany. I was going to point out of the figures you give, a 
hotel doing a gross business of $1,200,000, the increased cost due to 
raising a wage level $60,000 would mean that he would be increasing 
to a total of 5 percent of his gross business. That is completely 
ridiculous. 

Mr. Dent. He must not be paying anything now. 

Mr. Pucrnsxt. I had a businessman in my district that runs a small 
department store, the man is very sympathetic to labor, he has a very 
fine relationship with his people, employing about 120 people in his 
store. I don’t think he would be excluded under this particular leg- 
islation, and he raised this point. Perhaps you would like to offer 
an answer or suggestion. If you do pass this legislation, we have 
a lot of old people come in here on part-time jobs. We help them 
supplement their social security payments. During the summer we 
have some youngsters coming in. He said if you do pass this legisla- 
tion, you are going to endanger the ability of these part-time em- 
ployees to carry on with us. I am sure you must have an answer for 
that. I wonder what your position on that is. 

Mr. Meany. I have not heard that one. This is new to me. 

Mr. Puctnsxt. As I say, this is a very sincere man. He is not 
opposed to the principle of higher wages, but he savs you are going 
to create a problem for some of us who hire these older people on a 
part-time basis a couple of hours a day. 

Mr. Meany. It will create a problem for him or the older people? 

Mr. Puctnsxt. His claim is that if he is going to have to pay a 
minimum wage, he is going to have to absorb the additional cost by 
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not hiring these people that now come in for odd jobs in order to be 
able to absorb the additional cost over his entire staff. 

Mr. Meany. Are you assuming from that that he is hiring people 
that he does not need ¢ 

Mr. Pucinskt. He can get along without them if he has to. 

Mr. Denr. He is the first employ er I ever knew that did not. 

Mr. Puctnsxt. I think you will find in local communities they have 
that. 

Mr. Hotianp. They hire them because they get them cheap. 

Mr. Puctnsxt. That perhaps is the answer. Thank you very much, 
Mr. Meany. 

Mr. Lanprum. Mr. Meany, if you would indulge me for one or two 
other questions, Mr. Hiestand expects to return momentarily, and he 
has one or two questions to ask you. I think all of us agree that from 
a social point of view we are in favor of raising the level of the poor- 
est people. There is no contention and no question about that fact in 
my mind. A concern over that point is that once we put into motion 
machinery to raise temporarily the level of the living of the poorest, 
isn’t it true that eventually they turn out to be still the poorest, that 
they stay the poorest? Iam thinking of this. I recall some testimony 
before this committee some 2 or 3 years ago by the Communications 
Workers, in which it was stated it was easier to negotiate a higher 
weap one year following the effective date of a Federal minimum 

wage than it was at the time it actually went into effect. That means 
to me that we are confronted with this problem. Today our min- 
imum is $1. We have an employee in the same business making $2. 
We legislate the minimum up to the point of $1.25. That leaves only 
75 cents separating the low man on the totem pole, and the $2 high. 
But from 12 to 18 months following the effective date of this legisla- 
tive minimum, we see the $2 man through one means or an- 
other—through his union bargaining agent or through his own per- 
suasive powers with his employer or through whatever means he has 
available to him—having his wage increased to $2.25 or $2.50 per 
hour. Then even with the legislated $1.25 minimum in effect, we have 
left this employee with whom we are concerned today in the same 
situation that he is in with the $1 minimum. That is a concern that 
I have. 

Mr. Meany. You mean he is still at the bottom ? 

Mr. Lanprum. But you are leaving him with exactly the same 
position as far as dollar’s worth is concerned. 

Mr. Meany. That would only be true, irrespective of what the top 
man does, if his cost of living went up toeat up this differential. But 
the point is this: Are you saying that this pushup effect from the 
ete of a minimum increase on the higher wage people is psycho- 

gical or is a practical effect ? 

Mr. Lanprum. Practical. I am saying exactly that. 

Mr. Meany. I have never yet in all of my studies of this problem 
seen where the raising of the minimum had a pushup effect on the 
people at the higher level. If that is true, then it must work both 
ways, and the statistics will show that the failure to raise the mini- 
mum in the last 5 years has had no impact at all on the negotiating 
of higher wage contracts. 

Mr. Lanprum. Your wage contracts have gone higher ? 
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Mr. Meany. Of course they have gone up higher. According to 
the theory that they will be pushed up ) by the minimum wage, if there 
isno raise of the minimum wage, then they won't go up. 

Mr. Lanprum. I know two things that a man of your experience 
and intelligence will argue against. The first is, if there is any reason 
at all fora differential 1 in wages, the same reason is going to exist when 
we increase the minimum. So it is natural that we are going to do 
all we can to keep that differential, the dollar differential existing all 
along there. Moreover, I don’t believe that a man of your experience 
and intelligence can argue that when that takes effect it is not going 
to have a very considerable influence on the cost of living and thereby 
leave the man in the low category in the same position he is in today. 
Though you have given him a quarter extra, you have increased his 
cost. of living. 

Mr. Meany. No, Mr. Landrum. What you are trying to say is 
that raising the minimum wage is going to raise the cost of living 
not only because of its immediate effect of the few pennies difference 
at the lower level, but because the great bulk of the higher wage 
people are going to get their wages raised. 

Mr. Lanprum. That is exactly what I mean to say. 

Mr. Meany. That is what you meant to say. 

Mr. Lanprum. Yes. 

Mr. Meany. If that is your argument, then it must also be true 
that where we fail to raise the minimum wage, this does not take 
place. I contend that it does take place. I contend that the United 
Steel Workers, the construction workers, the garment workers, the 
electrical wor kers, the high-wage people, when they go into negotia- 
tions, as they have done in the last 4 or 5 years, and gotten wage 
increases, at no point in the negotiation has this question come on 
the table or is even existing in their minds. In other words, what 
you are saying is that the high wage fellow is looking at that 75-cent- 
or $l-an-hour fellow and saying, “I get a dollar an hour more than 
him. If he gets another quarter, I need to get another quarter.” 
That is not true. That does not enter into the negotiations or even 
the thinking of the people. 

Mr. Lanprum. That may be your belief, but it certainly does not 
coincide with the fact. 

Mr. Meany. According to the record, would you say that there 
have been less increases in the high wage people in the last 5 years 
because there was no increase in the minimum wage / 

Mr. Lanprum. I wouldn’t say more. I say there have been in- 
creases and you don’t allow there has been an increase. 

Mr. Meany. If you say this has an effect, it must have an effect 
both ways. If the minimum wage pushes the higher bracket fellow 
up, then in the absence of that push the higher bracket fellow does 
not go up, and I say that is not true. 

Mr. Lanprum. In this argument over the concern we raised , 
we relate ourselves again to the problem that. I raised originally a 
the opening of this interrogation, and that is that as our wages abe 
to increase—and I think it is conclusively shown by the records over 
the past decade or so—as the minimum goes up, gradually these 
others go up. No one can successfully refute that statement. As 
our wages go up, we have a pattern of wage rises all over the coun- 
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try. Aren’t we creating more and more of a problem with regard 
to these imports and our own export problem? I recognize as you 
re ee we can’t live with a fence around this country. It would be 
atal. 

Mr. Meany. I still contend, Mr. Landrum, and you can take your 
position on this 

Mr. Lanprum. I thank you for that. 

Mr. Meany. That the questions that are put on the table when 
they bargain at these high level groups do not include the minimum 
wage problem. It just does not enter into it. Productivity is one 
of the biggest factors. That has nothing to do with whether the 
minimum wage fellow went up from 75 cents to a dollar to $1.25. It 
just does not enter into it. 

Mr. Puctnsx1. Would the chairman yield for a question ? 

Mr. Lanprum. I yield to the gentleman from Illinois. 

Mr. Puctnsxt. If my memory serves me correctly, I think we heard 
Mr. Potofsky state here yesterday that he has no intention of asking 
for any wage increases simply because the standards may be extended 
or the minimum wage be improved in fields that are not now covered. 
: think that was his testimony here yesterday. He is a responsible 

eader. 

Mr. Lanprum. That argument just simply won’t carry water. 
There is no assurance that Mr, Potofsky or any other gentleman is 
going to be here in perpetuity. 

Mr. Meany. Mr. Landrum, I contend that this is not something that 
enters into these things. It is not even in the minds of the people. 
There are other factors that go into this thing that are controlling. 

Mr. Ayres. Would the gentleman yield ? 

Mr. Lanprum. I have no further questions. Do any members of 
the committee? Mr. Ayres? 

Mr. Ayres. Mr. Meany, this has been very interesting this morning. 
The thing that concerns me and I would just like to get your observa- 
tion on it, because I have to leave, too, the one thing that we are all 
interested in in this country is to create more jobs for more people. 
I am really concerned about this limitation of $500,000 and saying to 
the businessman if you don’t go over $500,000, you will not be affected 
by this. Are you at all fearful it may keep small business small, 
rather than taking a chance of going over the $500,000? 

Mr. Meany. No. There are too many incentives in the other direc- 
tion for a business to grow big. There is nothing in the record that I 
could find that would indicate that people deliberately kept their 
business from expanding. 

Mr. Ayres. We would be breaking a precedent here in legislation 
by saying to a businessman, Don’t get any bigger and you won’t be 
bothered. 

Mr. Puctnskt. You say that in your tax structure. 

Mr. Denr. While you were out I made a statement that I want to 
make in front of you. You have me a little concerned about this thing. 
Maybe I am not doing enough to push this bill. I said if you will offer 
the amendment on the floor to include those under $500,000, I will 
second it. 

Mr. Ayres. If we can keep it down to just mom and pop, and cover 
the others, so a man is not penalized the first year or second year if he 
goes over this, I may go along with it. 
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Mr. Dent. I want to make sure we get your vote for the bill. 

Mr. Ayres. I am afraid you are aiming at that, anything to get 
votes, and that makes bad legislation. I am speaking from experience. 

Mr. Dent. Practically you asked Mr. Meany a question. You said 
would this curtail a man’s ambition to increase his business. You 
know if you make a thousand dollars a year, you pay no income tax. 
If you make $5,000 a yeax you are pretty well in shape to pay about 
20 percent. If you make $100,000 you have gone up to around 45 to 50 
percent, and I know of nobody that refuses to make more money be- 
cause it will cost him more to make it. 

Mr. Meany. Mr. Ayres, you said this would be the first time this 
was ever done in legislation. You have it in your tax structure, 

Mr. Ayres. He is already in the Government in the tax field. We 
would be putting him in a different field, Mr. Meany, if he went 
over this figure. 

Mr. Meany. What about the example I spoke of before, about 
the National Labor Relations Act, which exempts the small people? 

Mr. Puctnsxt. What about the small business ? 

Mr. Bremier. May I just straighten out that NLRB matter? 
They have been using a $500,000 regulation to determine whether to 
take jurisdiction of a retail business and by act of Congress last year 
you told them to use that regulation. 

Mr. Ayres. Is that where this figure came from, Mr. Biemiller? 

Mr. Bremitier. It is a comparable figure. It is a figure that has 
been floating around in Government for a long, long time. 

Mr. Lanprum. Is it the position of the AFL-CIO this morning 
that you endorse the proposition that all retail business and service 
establishments doing a gross of less than $500,000 be exempt from the 
Fair Labor Standards Act? Is that the position of the AFL-CIO? 

Mr. Meany. That is the terms of the bill. 

Mr. Lanprum. I understand that. 

Mr. Meany. We are endorsing the bill. 

Mr. Lanprum. You didn’t answer my question, Mr. Meany. Do 
you endorse the proposition that they all be exempt? 

Mr. Meany. All except this instance of laundry and dry cleaning 
where we use the $250,000 figure. 

Mr. Ayres. I would like to ask the author of the bill a question 
while Mr. Meany is here. Under the provisions of the bill, sup 
a man did $600,000 in 1 year. That would not be known until he 
closed out his books. What happens to him? Do these employees 
get retroactive pay ? 

4 Roosevett. No. The following year he must conform with 
the law. 

Mr. Ayres. The next year he only does $400,000. 

Mr. Meany. The next year he is out. 

Mr. Ayres. This is the “in-and-out” law? 

‘ Mr. Dent. Yes. We have it in all the tax structures of the United 
States. 

Mr. Lanprum. I wonder how much the Wage and Hour Adminis- 
tration will succeed in supervising it. 

Mr. Roosevett. The practicality is once he has made the $600,000 
and has to pay it, and the next year he drops down, he probably 
should not. be in business and will be out of business. 
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Mr. Ayres. He might do the $600,00 and be covered and his busi- 
ness would drop off, as Mr. Meany said. He will not hurt any small 
business. So because of the minimum he makes less money. 

Mr. Lanprum. These arguments can be carried on and will I am 
sure be carried on in executive session. 

Mr. Pucinski. My question is this: Assuming he went into the 
$600,000 bracket and his employees then became eligible for minimum 
standards, isn’t it a fair assumption that they would try to increase 
productivity and everything else to make sure they stay in that 
bracket and not go back out of coverage? You want to increase 
productivity. Maybe this is the way to do it. 

Mr. Ayres. They might want to go back. 

Mr. Meany. Mr. Ayres, before you leave, I would like to make this 
observation. If we are going to write laws without any discrimina- 
tion, we can adopt the Communist policy. They claim they have no 
discrimination. We even have discrimination in political campaigns. 
There is a fellow running around with a purge list which I think is 
discriminatory against the people who are not on that list. I think 
we ought to try to get him to put every Member of Congress on that 
list so they would be equally encouraged and have an equal argument 
in their campaign. You are on the list, incidentally, so you are not 
discriminated against. You are one of the fellows that have the ad- 
vantage of being on that list. 

Mr. Ayres. Will you do the same for me in reverse ? 

Mr. Denv. Yes, he will take you off his list. 

Mr. Meany. I don’t have any list at the moment. 

Mr. Roosevett. If he would vote for the bill, I would do it. 

Mr. Bremier. May I make certain that Mr. Ruttenberg’s state- 
ment and the supporting statistical tables will be included in the 
record. 

Mr. Lanprum. They will be made a part of the record of this 
hearing. 

(The statement referred to follows :) 


MINIMUM WAGE-HOUR LEGISLATION 


STATEMENT BY STANEY H. RUTTENBERG, DIRECTOR OF RESEARCH, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


I am glad to supplement President Meany’s statement with an examination 
of some of the technical and economic data underlying our support of H.R. 4488, 
the bill introduced by Representative James Roosevelt, a member of this 
subcommittee. 

I am submitting also a supplementary document providing additional detail 
and relevant statistical information for the use of the subcommittee and as 
background material for the record. 

First I will examine the matter of extension of coverage and then the increase 
in the minimum to $1.25. 


PRESENT COVERAGE OF THE ACT 


The Fair Labor Standards Act now covers only a minority of the Nation's 
workers, only 1 of every 5. 

Some of the exclusions are proper. The self-employed, Government workers. 
and executive and professional employees are each properly outside the scope of 
the act. But even after allowing for these exclusions, almost half the workers 
who cou'd be protected are not. 

Specifically, of 66 million workers, 24 million are covered and 22 million are 
uncovered because they are self-employed, Government employed, or in the ex- 
ecutive or professional category. This leaves 20 million other uncovered work- 
ers who could be protected. Over a third of these unprotected 20 million, some 
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7 million, are in retail trade. The second largest group, over 4 million, is in the 
service industries. [These and other statistics are presented in more specific 
detail in my supplementary document. | 

The exclusions from coverage date largely from the act’s original adoption 
in 1988. These exclusions are not inherent in the nature of the act. They 
exist Simply because the act was limited in its initial application. 

The act should have been extended since then to other areas where protection 
is needed. Congress indicated this was its intention when it stated in the 
policy declaration of the act that its purpose was “to correct and as rapidly as 
practicable to eliminate * * * labor conditions detrimental to the maintenance 
of the minimum standard of living necessary for health, efficiency, and general 
well-being workers.” 

And yet, instead of being extended to meet this purpose, the act’s coverage 
was actually reduced by restrictive amendments in 1949. 

If the act is to meet its policy of correcting detrimental labor conditions, its 
coverage should be extended as broadly as possible, limited only by the princi- 
ples of our Federal system of Government and feasibility of administration. 
To accomplish this, it is necessary to amend the act’s definition of scope and to 
eliminate its unnecessary and unjust specific exemptions. 


TECHNICAL RESTRICTIONS ON COVERAGE IN PRESENT ACT 


Let me outline the act’s present restrictions on coverage. Most Federal 
statutes based on the constitutional authority to regulate interstate commerce 
apply broadly throughout the full scope of such regulatory power. This is true 
of the original National Labor Relations Act, and the present Labor-Management 
Relations (Taft-Hartley) Act, for example. But the Fair Labor Standards Act 
continues to exclude millions of workers who could be protected under the clear- 
cut constitutional power of Congress over commerce. 

The act’s coverage has been restricted in four principal ways: (1) Interstate 
commerce is defined narrowly, to cover only those engaged “in commerce” or in 
“production” for commerce, but not those in other activities which also affect 
commerce; (2) coverage is based on activities of individual employees rather 
than on the activities engaged in by their employer; (3) the definition of ‘pro- 
duced” was narrowed by technical amendments in 1949 to limit coverage solely 
to those in occupations “closely related” and “directly essential” to production ; 
and (4) specific exemptions have been written in to deny protection to millions 
of workers even though they are “in commerce or in the production of goods for 
commerce.” 

These restrictions on coverage have made the act apply unevenly and inequi- 
tably between industries, within industries, and even within the same company. 

Thus, overall, of the manufacturing workers who could be covered, 95 percent 
are covered. In transportation, communications, and utilities, 87 percent are 
covered. But the unduly narrow definition of commerce and the special exemp- 
tions have meant that only 3 percent are protected in retail trade and only 17 
percent in the service industries. 

The restriction which decides coverage on an individual employee rather than 
an employer basis means that some employees of huge nationwide corporations 
may be denied protection of the act because they personally are technically not 
“engaged in commerce or in the production of goods for commerce.” At the 
same time, some employees of even the most local type of small business are 
covered by the act because they are technically “engaged in commerce or in the 
production of goods for commerce.” 

Also, within a single enterprise, some employees may be covered while others, 
working alongside them on similar work, are not. For example, employees 
ordering merchandise from outside the State would ordinarily be covered since 
they are “engaged in (interstate) commerce.” Other employees of the same 
employer, however, who send out the same merchandise, but within the State, 
are not covered by the act because they personally are not “engaged in 
(interstate) commerce.” 


LIBERALIZATION OF COVERAGE PROVIDED BY H.R. 4488 


We urge the liberalizations in coverage provided by H.R. 4488 (Roosevelt bill). 
They would overcome some of the worst inadequacies and inequities of the 
present coverage provisions. 
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H.R. 4488 would extend the act to nearly 8 million workers now not pro- 
tected. Over half of them are in retail trade. Other major groups, accounting 
for almost a third more, are in hotels, laundries and other service industries, 
wholesale trade, and construction. The remainder, as shown in the tables in 
my supplementary document, are in such other industries as logging, taxicab, 
telephone, transit, and water transportation. 

The bill accomplishes this extension of coverage by revising the restrictions 
of the present act in the following basic ways: 

(1) For certain specified types of enterprises, principally large employers, 
it would broaden the definition of interstate commerce to include activities 
“affecting commerce,” basically the same definition of interstate commerce 
already applied by the Labor-Management Relations (Taft-Hartley) Act. (I 
will outline later the types of enterprises described by the bill.) 

(2) For these enterprises, coverage would be applied on an employer basis 
rather than on the present individual-employee basis. 

(3) Existing specific exemptions would be modified or eliminated. (I will 
list these changes later.) 

(4) Finally, the definition of the term “produced” would be restored to its 
pre-1949 definition, that is, made applicable to operations ‘‘necessary” to the 
production of goods, rather than to the narrower “closely related” and “directly 
essential” tests now in the act. (This change would have only minor effect, 
because it would apply only in the enterprises where coverage would still be 
left on an individual-employee rather than entire-employer basis.) 
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ENTERPRISES TO BE COVERED 


H.R. 4488 lists enterprises in seven categories and declares them to be 
covered if they (a) do more than a specified amount of business a year and 
(b) are engaged in an activity affecting commerce. 

The fixing of a minimum amount of business as a test for coverage means 
that a small enterprise, such as a small family store, which does only a limited 
volume of business, would be excluded even if engaged in an activity affecting 
commerce. 

The amounts of business specified as the test of coverage are based for the 
most part on the current standards being applied by the National Labor Re- 
lations Board in determining whether it should take jurisdiction in any situation 
under the Taft-Hartley Act. 

The seven types of enterprise which H.R. 4488 would explicity include in 
coverage of the Fair Labor Standards Act if they are engaged in an activity 
affecting commerce are listed in the bill as follows: 

(1) Any retail enterprise with annual sales of at least $500,000. (Also, 
to include firms acting essentially as distribution centers for industrial or 
commercial customers, a retail enterprise would also be covered if it has sales 
to or for resale to industrial or commercial customers amounting to at least 
$50,000 a year.) 

(2) Any service enterprise with annual sales of at least $500,000 (or sales 
to industrial or commercial customers of at least $50,000). 

(3) Any laundry, cleaning or clothes repairing enterprise with annual sales 
of at least $250,000 (or which has sales to industrial or commercial customers 
amounting to at least 15 percent of its gross sales). 

(4) Any enterprise operating a street, suburban or interurban transit system. 

(5) Any enterprise operating taxis which has annual business of at least 


,000. 

(6) Any building and construction enterprise with annual business of at 
least $50,000. 

(7) Any other enterprise which “has one or more employees engaged in 
commerce or in the production of goods for commerce if the annual gross 
volume of sales of such enterprise is not less than $50,000.” This category 
applies fundamentally to enterprises already covered by the act; it is included 
in the listing essentially in order to apply coverage on an employer basis rather 
than on the basis of activity of each individual employee. 

Another provision in the bill makes it clear that so-called “mom and pop” 
shops will not be covered by the act. It states specifically that retail and 
service enterprises in which the only employees are the owners and parents, 
spouse or children are excluded. 
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CHANGES IN EXEMPTIONS 


The bill makes the following changes in existing exemption provisions: 

(1) Minimum wage and overtime exemptions are eliminated for employees in 
those types of enterprises which the bill would specifically cover: (a) Retail, 
(b) service, (c) laundry, cleaning and repairing, (d) street suburban and inter- 
urban transit systems, and (e) taxicab enterprises. 

(2) Existing minimum wage and overtime exemptions are eliminated for em- 
ployees (a) employed in a local retailing capacity (but outside salesmen remain 
exempt), (b) in weekly and semiweekly newspapers, (c) in sawmills with 12 
or fewer employees; (d) in packing, canning, or other processing of fish or 
seafood products (but fishing and other occupations which precede processing of 
such products continue to be exempt), (e) employed as seamen (but existing 
exemptions for seamen on vessels not American vessels are retained and special 
provisions have been included in the bill for determining the hours worked by 
ship employees for purposes of the act), and (f) employed as telephone switch- 
board operators in smaller exchanges (but operators working on a switchboard 
located in their home are still exempt). 

(3) Overtime exemptions are eliminated for employees (a) of pipelines, (b) 
in trucking, and (c) engaged in agricultural processing occupations (but existing 
exemptions for agricultural processing in the area of production are retained). 


REASONS FOR EXTENSION OF COVERAGE 


President Meany has already emphasized the broader humanitarian, social, 
and economic considerations underlying our recommendations for this extension 
of coverage provided by H.R. 4488. Let me now present briefly several pertinent 
statistics on these points: 

(1) First, data on wage levels well demonstrate that uncovered workers lag 
far behind and have a great need for legal protection. 

Of the nearly 8 million workers to whom H.R. 4488 would extend protection, 
3 million, or nearly 40 percent, are still paid less than $1.25 an hour. 

In the absence of minimum wage protection, the wages of these workers at 
the bottom end of the Nation’s wage distribution simply remain stationary or 
creep up belatedly over the years at only a minor fraction of the pace of general 
wage advances. Average wages, even in the largely uncovered industries, have 
advanced steadily, but the lowest wage groups fail to move up appreciably. 

Thus, in 1959, average hourly wages of nonsupervisory workers in retail trade, 
for small and large enterprises, were $1.76. Since 1955, the average has gone 
up 26 cents and over the last 10 years it has risen 62 cents, even though the rise 
in the average is retrained by the large numbers of retail workers whose wages 
do not increase. 

Despite the $1.76 average for the industry, over 2 million of the more than 
4 million retail workers who would be covered by H.R, 4488 are still being paid 
less than $1.25. 

This picture of general wage advances unshared by a large laggard group be- 
— of exclusion from coverage of the act is also apparent in other uncovered 
ndustries. 

(2) Consider now the national policy stated in the act itself, that is, the 
achievement of a “minimum standard of living necessary for health, efficiency, 
and general well-being of workers.” 

There can be no disagreement that decent minimum living standards are im- 
possible for a family on the low wages paid so many uncovered workers. 

Wages of less than $1.25 an hour cannot provide adequate food, clothing, and 
shelter for an American family. Even $1.25 is inadequate, but it would be a 
notable lift for the many now eking out a depressed existence on less. 

There are two basic measures of how much is needed today to support a 
family on a decent minimum standard. 

The first is the “City Worker’s Family Budget” of the U.S. Department of 
Labor, which measures the minimum necessary to provide a “modest but ade- 
quate” standard of living in this country. 

The Department of Labor last calculated this budget in October 1951. (It 
will shortly release new such data.) But by adjusting for changes in consumer 
prices and Federal income and social security taxes since October 1951, we 
can provide a rough updating. We find that as of January 1960, minimum 
annual earnings of $4,800 would be needed to provide the items included in the 
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Labor Department budget. Assuming steady employment all year and a 40- 
hour workweek, this annual budget would require wages of over $90 a week 
of $2.30 an hour. 

It may seem irrelevant to cite in these hearings a budget requiring more than 
twice the present statutory minimum wage. Yet this budget is pertinent because 
even it provides a most meager level of living. 

Let me note a few examples of the items it includes. Although it applies to 
a family of four, including two children, it provides for less than two quarts 
of milk a day. On clothing, the husband can buy, for example, one heavy wool 
suit every 2 years and a light wool suit every 3 years. It permits three phone 
calls a week on a pay phone outside the house and allows no leeway what- 
soever for savings. It is evident that this budget falls quite short of providing 
even a reasonably comfortable standard of living. 

If $2.30 an hour can provide only such a modest standard of living, it takes 
little imagination to realize how much of a strain it is for a family to exist on 
less than $1.25 an hour. 

The second basic budget yardstick is the estimates made by various State 
governments of income required for the minimum needs of a single woman 
worker with no dependents. These studies demonstrate that $1.25 would barely 
begin to provide a minimum adequate budget for a single woman. 

A total of 13 States have made such estimates in recent years. The supple 
mentary document I am filing lists them and presents their original estimates 
and the updated current equivalent. 

The listing shows that in the median State, Arizona, the minimum budget 
necessary for a single woman would now be about $2,521 a year. This would 
require an hourly wage of $1.26 based on an assumption of a full 2,000 hours 
worked per year and $1.40 assuming 1,800 hours of work. Assuming only 
1,600 hours of work a year, which appears to be closer to the reality of average 
annual hours actually worked, the hourly wage needed for a single woman would 
be $1.58. 

(3) A third point involves the State minimum wage laws. Theoretically, 
they are supposed to protect the workers not covered by the Federal act. Ac- 
tually, however, the State minimum wage laws have been grossly inadequate; 
with few exceptions, the States have not been able or willing to provide ade- 
quate minimum wage protection for workers left uncovered by Federal law. 

A few States, 11, have enacted minimums equal to the Federal minimum. 
Their experience demonstrates that industries not covered by the Federal act 
can adapt to reasonable minimum wage standards when required to. 

But the other States have not approached the Federal standards. Indeed, 
overall, less than a quarter of the workers uncovered by Federal law receive 
any protection whatever from State minimums. In 21 States there is no mini- 
mum wage law at all. In most of the others, coverage is confined to a limited 
few industries or to women alone, and the required minimum is often badly 
outdated and abysmally little (in over a half dozen cases still under 50 cents 
an hour). 

(4) A fourth point is that the present retail and service exemptions from 
the act provide unwarranted special privilege for large employers. 

Most retail and service firms are still small local operations, but a relatively 
small number are large enterprises which account for a sizable or even major 
part of their industry’s sales volume and employment. These large enterprises 
have become the major beneficiaries of the exemption originally designed for the 
small neighborhood stores. 

H.R. 4488 would retain an exemption for the small, genuinely local merchant 
or service firm, but would eliminate the exemption for the chainstores and other 
substantial businesses by covering those with annual sales over $500,000. 

We estimate that H.R. 4488’s sales test for coverage would mean extension 
of coverage to 100,000 retail enterprises, which are only 6 percent of all the 
retail enterprises, in the country, that is, the larger ones. These larger re 
tailers, although constituting only a small portion of all retail companies, 
employ nearly two-thirds of all uncovered wage and salary workers in retailing. 

The smaller retail enterprises which would continue to be exempt, those with 
less than $500,000 sales a year, make up 4 percent of all retail firms. 

I should note also that, contrary to the impression which large retailers are 
seeking to create in an effort to escape coverage, H.R. 4488 would in fact aid 
the small store owners in two substantial ways: It would force their large 
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competitors to meet fair wage-hour standards, And the extra purchasing 
power which low-paid workers will get on passage of this legislation will mean 
increased business for the small merchants. 


INADEQUATE ADMINISTRATION PROPOSAL FOR BROADENED COVERAGE 


Let me comment briefly on two technical aspects of the extension of coverage 
provided by H.R. 7490, the bill introduced by Representative Peter Frelinghuysen. 
This was the bill endorsed by the administration last year. (We are not aware 
at this time whether and how much the administration has broadened this 
proposal. ) 

This measure would confine extension of coverage to only the comparatively 
few largest firms. We estimate that the administration bill would cover fewer 
than 1 percent of retail enterprises, thus leaving exempt not only the small re- 
tailers but many of quite good size as well. 

In terms of number of workers, the administration now claims the bill would 
extend coverage to over 3 million workers, an estimate which has recently been 
raised 640,000 over the administration estimate for the same proposal last year. 

Even if the estimate is sound, the number to be covered is too meager, and 
the estimate certainly is too high. Enterprises which the administration counts 
in its coverage estimate could maneuver to evade coverage under the serious 
flaws in the yardsticks which this administration proposal uses to measure 
coverage. 

The administration bill proposes a test of $1 million in direct purchases across 
the State lines. This clearly would invite manipulation; instead of purchasing 
directly across State lines, an enterprise could simply purchase its interstate 
goods indirectly through wholesaling or warehouse firms in its State. 

This also is an artificial and administratively difficult yardstick because it re- 
quires special isolation and measuring of direct out-of-State purchases as com- 
pared to the readily ascertainable sales yardstick used by the Roosevelt bill. 

In addition, in contrast to sales volume, which is a reasonable common denomi- 
nator among similar competing firms, use of the test of purchases direct!y across 
State lines would apply inequitably among competing firms because the accident 
of location of a firm would eften determine how much of its needs can be met by 
within-State rather than out-of-State purchases. 

It should be noted that the proposed $1 million in direct purchases, even 
without manipulation, is now ordinarily equivalent to anywhere from $1% 
to $5 million or more of a company’s sales. 

On top of all this, the administration proposal adds as well an employment 
test of 100 employees as a prerequisite for coverage. This would effectively al- 
low many large employers to continue uncovered, no matter how large their 
direct inflow of purchases across State lines. 


INCREASE IN MINIMUM TO $1.25 AN HOUR 


Let us turn now to the increase in the minimum wage to $1.25 an hour: First, 
there is a valuable lesson from the last increase in the minimum. 

You will recall that when the present minimum of $1 was enacted 5 years 
ago, the issue in the Congress was whether to increase the old 75-cent minimum 
by 15 cents (to 90 cents) or 25 cents (to the $1). 

The increase of 25 cents to the $1 minimum was opposed vigorously by many 
employer groups who warned that it would drive many companies out of busi- 
hess, create unemployment among the low-wage workers, and also have serious 
inflationary effects. 

The administration was willing to accept a 15-cent increase to 90 cents, but 
refused to go any further. Organized labor pressed for the $1 minimum (and 
more) on the grounds that it would benefit low-paid workers without causing 
any undue ill effects for the economy. 

What actually happened after the $1 minimum became effective was that 
some 24% million low-wage workers received a needed lift in wages, these 
Increases were absorbed by the economy easily and beneficially, with negligible 
adverse effects even in the lowest wage industries and regions in which some 
difficulties of adjustment could reasonably have been anticipated. Indeed it 
appears evident from the smoothness of the adjustment by the economy that a 
higher minimum would also readily have been taken in stride. 
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Just last month the Secretary of Labor sent to Congress a report on adjust. 
ment to the $1 minimum. The report focuses almost solely on the lowest wage 
industries and communities in which some adjustment difficulties might have 
been expected, and yet is shows few ill effects traceable to the higher minimum 
and these were more than offset by benefits to the low-wage workers receiving 
increases and to the communities as a whole. 

Specifically, there were six communities specially selected for intensive sur. 
vey because large proportions of their workers were affected by the new mini- 
mum. Four of them were in the South, one in the Southwest, and one in the 
North. Increases were required for 17 to 49 percent of their covered workers, 

The surveys show that every one of these low-wage communities prospered 
and benefited after the last increase in the minimum. Since the increase these 
communities have had upturns in total employment and in the number of firms 
in business in both covered and uncovered industries. 

The successful record of adjustment to the $1 minimum parallels the experi- 
ence with the previous increases too, even though each increase has been pre. 
ceded by extensive industry pronouncements that disastrous effects would fol. 
low. Now again the same opposition arguments raised in the past and proved 
to lack merit are again emerging and receiving wide publicity. 





REASONS FOR $1.25 


Before examining some of these arguments, let me state why the $1 minimum 
should now be increased to $1.25. 

President Meany has already emphasized the broad social and humanitaria 
considerations, as well as the significant implications of the example we set for 
world. Also, I have already stressed that the present minimum is far short of the 
amount needed for a reasonable minimum standard of living. 

But beyond this is the fact that it is now 5 years since Congress last adjusted 
the minimum, an adjustment absorbed beneficially by the economy. Reasonable 
updating now requires an increase to at least $1.25, an increase which is ec 
nomically social and desirable. 


COST OF LIVING AND PRODUCTIVITY INCREASES 


If Congress does nothing more than merely update the minimum to take a 
count of changes in the cost of living and increases in national productivity since 
the last adjustment, it has to raise the minimum to $1.25. That is, $1.25 
needed simply to adjust the $1 minimum for cost-of-living rises to restore its 
original buying power and to provide those at the minimum with a fair share of 
the productivity advances of the economy. 

(1) The cost-of-living increase from mid-1955, when Congress enacted the $l 
minimum, until January 1960, is 9.6 percent. 

(2) Productivity advances of the private economy since 1947 have been at a 
annual rate averaging 3.1 to 3.5 percent, according to recent estimates of the 
U.S. Department of Labor. For the 5 years from 1955 through this year, this 
would be 16.5 to 18.7 percent, the percentage depending on which of two alternate 
sources of data are used. 

Application of these two factors to the $1 minimum, as was done in 1955 t0 
arrive at the $1 level, requires that the minimum now be raised to over $1.25, t0 
put it precisely, $1.28 to $1.30. 

The supplementary document I am submitting presents the specific statistical 
data and calculations in detail. 


GENERAL WAGE MOVEMENTS 


An increase to $1.25 is also warranted to keep reasonable pace with advancé 
in the wage structure generally. 

In 1949, when the minimum was put at 75 cents, the average hourly pay fé 
industrial workers was $1.40, so that there was a gap of 65 cents an hour be 
tween the minimum and the average. 

In the 10 years since then, the average, although restrained by limited more 
ment on the part of low-wage workers, has gone up by 89 cents to $2.29 asd 
January 1960 (and no doubt will continue to rise at least several cents mort 
before the $1.25 minimum is made effective). Meanwhile the increase in tb 
minimum in these 10 years has been only 25 cents, so the 65 cent gap has widenel 
to become $1.29 difference between minimum and average. 
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Raising the minimum to $1.25 would pull it back up to a more reasonable rela- 
tion to the average. It would by no means restore the old 65 cent gap, but it 
would narrow it to $1.04. 

This is reflected in the follewing table: 

















Increase January Effect of 
1949 since 1949 1960 $1.25 mini- 
mum 
Average hourly pay of manufacturing production 
"ieee Senmee artasis ain adidas ata $1. 40 $0. 89 $2. 29 $2. 29 
OY WMDs fo oun nk bas eineingtn keh ohm aha 75 . 25 1.00 1.25 
Gap between minimum and average_...........- . 65 . 56 1.29 1.04 














My supplementary filing presents additional data on the relationship between 
the minimum and movements in hourly pay in individual manufacturing indus- 
tries in the 10 years since January 1950, when the 75-cent minimum became 
effective. These figures show that the minimum has lagged far behind general 
advances in wage levels in every industry. 


COST IMPACT COMPARABLE TO $1 


The increase to $1.25 can be accomplished without “substantial curtailment in 
employment or earning power,” the test which the act suggests as limiting the 
amount of increase. The American economy certainly has the capacity to sup- 
port such an improvement for its neediest citizens. 

Apart from our general faith in the resourcefulness and ability of American 
industry, we rely specifically on the fact that the impact of $1.25 would be of 
the same general magnitude as the impact of the increase to $1, which was ab- 
sorbed with little difficulty. 

A direet comparison is available from wage studies of all manufacturing made 
by the Department of Labor in 1954 and in 1958. The 1954 study showed that 
the increase required to put the easily absorbed $1 into effect was about 0.85 of 1 
percent of the factory-worker payrolls. 

Our calculations from the 1958 study finds that, if allowance is made for the 
fact that the textile industry (the largest source of manufacturing employment 
in the South) has since the study already provided increases to raise its wages 
above a $1.25 minimum, the cost of raising the legal minimum to $1.25 would now 
be about 1 percent of factory-worker payrolls. 

The number of production workers under $1.25 in the 1958 survey is 134 million, 
which when reduced by at least one-fourth million to allow for textile workers 
already raised to $1.25 would be about 1% million, compared to a little over 14 
million under $1 in the equivalent 1954 study. 

In the South, the region most strongly affected, the 1958 survey found 900,000 
workers under $1.25. If this number is reduced by some 200,000 textile workers 
in the South estimated to be affected by the new $1.25 minimum adopted in that 
industry, then the number of workers who would be affected by $1.25 would be 
some 700,000 or fewer than the 723,000 reported as under $1 in the South in the 
1954 survey. On a percentage-of-payroll basis, the 1958 study, adjusted for tex- 
tile increases, indicates that the increase required by a $1.25 minimum would be 
3% percent of factory-worker payroll as against a 3% percent increase required 
by the $1 minimum. 

In terms of payrolls of the economy as a whole, our estimate is that the broad- 
ened coverage and the $1.25 minimum together involve an increase of only 1 per- 
cent of the Nation’s payrolls. 


ECONOMIC BENEFITS FOR ECONOMY 


Although small as a percentage of total payroll, we estimate that the wage 
increases required by H.R. 4488 would increase the buying power of low-income 
families by nearly $214 billion a year. 

Apart from the direct humanitarian benefits of this boost in buying power for 
the Nation’s most ill-paid workers, we seek the valuable, economic contribution 
this will make to the health of our national economy. 

The increase in buying power for low-income families will strengthen the 
consumer base of our economy. I need not elaborate on the fact that increased 
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consumer purchasing power will help promote economic growth and expansion 
of employment opportunities. 

This is particularly important at this time, for the economy needs additional 
consumer demand to fortify and accelerate the present unduly small rate of 
economic upturn. 

Improvement in low-income consumers’ buying power will provide particularly 
valuable impetus for economic advance in industries to which the bulk of low- 
income consumer expenditures flow—farm products, apparel, and textiles, and 
home furnishings and equipment. 

There is another type of economic benefit as well. A principal effect of a 
higher minimum is to stimulate less efficient or marginal industries and em- 
ployers into reexamining their operations. 

In the absence of such pressure most of them ordinarily drift along on an 
outmoded or unrealistic basis, often satisfied to be subsidized by their employees’ 
acceptance of substandard wages. The reexamination spurred by a higher min- 
imum produces widespread improvements in management, methods, products, 
and alllocation of resources. Many a complacent firm has been jolted by in- 
creased wage pressures into changes which paved the way for more prosperous 
and expanded operations. 

This is reflected in a notable study made by Dr. Paul Brinker, chairman of the 
Department of Economics of the University of Oklahoma. In examining the 
impact of the $1. minimum in 15 Oklahoma industries, he studied operations 
before and after the higher minimum in companies which had to raise wages as 
against companies in the same industries which did not have to raise wages. 

He found that: “The firms paying below $1 an hour [ended up with] a better 
record of employment than the firms already paying all employees over $1. The 
firms paying below $1 an hour were stimulated to increase production more, add 
more machinery, and increase efficiency.” Because these companies had to raise 
their wages, they became “a more dynamic group of entrepreneurs who were 
able to expand business even in the face of increased wages.” 
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NEGLIGIBLE ADVERSE EMPLOYMENT EFFECTS 


Perhaps the principal single argument made against H.R. 4488 is that it might 
curtail employment because employers would not be able to meet increased labor 
costs required by a higher minimum wage. 

This argument is almost a reflex response of opponents to FLSA improvement. 
It is advanced without regard to whether proposed adjustments in the level and 
coverage of the minimum wage are large or small. Nor is it accompanied by any 
serious measurement of the magnitude of the alleged unemployment which would 
result. 

We certainly are highly conscious of and disturbed about any employment 
difficulties and hardly would seek a measure whose net effect would be increased 
unemployment. 

In our judgment, adverse employment effects of the Roosevelt bill, if any, would 
be negligible. The record of past experience with minimum wage adjustments 
demonstrates that the isolated employment difficulties which occur in the mar 
ginal situations are more than offset by the stimulation of new and higher wage 
job opportunities. 

The administration, through the Secretary of Labor, has stated that the $1 
minimum caused some employment difficulties in low-wage industries. As 
“proof,” the Secretary has pointed to declines in some selected low-wage 
industries. 

But the Secretary conveniently ignores other facts which disprove the thesis 
that a higher minimum has detrimental employment effects : : 

(1) An exhaustive check by the Labor Department to find how much une 
ployment was caused by the higher minimum rather than by other factors could 
find only a relative handful of workers who were in fact discharged because 
employers were unwilling or unable to pay them the new higher minimum wage 
This Labor Department survey could find no more than 1,800 workers in the 
Nation who may have been laid off as a result of the $1 minimum wage-t 
figure which must be related to the 24% million workers who received higher 
wages because of the $1 minimum. 

(2) Unemployment insurance statistics in the Southern States, the region in 
which the impact of the $1 minimum was the greatest, showed no increase in 
unemployment following the raising of the minimum wage. Thus, any decliné 
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in employment in low-wage industries, for whatever reason they may have 
occurred, were offset by expanding employment in other industries. Some of 
the expansion in employment was clearly generated by the increased buying of 
low-wage families who benefited by increases to the $1 minimum. 

(3) As I pointed out earlier, a Labor Department survey looking at six rep- 
resentative low-wage communities as a whole found that employment levels held 
their own Or increased after the higher minimum was put into effect. That is, 
the net effect was that the stimulation in employment provided by the higher 
minimum more than offset or absorbed declines in the laggard industries. 


MINIMUM OF $1.25 NOT INFLATIONARY 


The other major economic argument leveled against the $1.25 minimum and 
extended coverage is that it might be inflationary. I will not go into the moral 
implications of whether the way for the Nation to fight inflation is to keep 
workers at 80 cents or $1 wage levels. It is sufficient to point out that the 
inflation argument has little economic merit. 

(1) Experience with past improvements in the minimum wages shows they are 
not inflationary. When the minimum wage was last raised by $25 cents (from 
75 cents to $1), the U.S. Department of Labor reported no noticeable effect on 
either the Nation’s consumer price level or wholesale price level. 

(2) There is fresh evidence for the retail trade specifically that minimum 
wage requirements do not force higher prices. Prof. Arnold Telles, of Cornell 
University, has reported as follows on price effects when New York State set a 
$1 minimum for retail trade several years ago: 

(a) Repeated visits to 50 retail food stores in the State found that “none 
of the managers of these stores reported any increase in consumer price 
markup as a result of the increased minimum wage.” 

(b) Examination of 42 stores in which the minimum had a particularly 
large impact found that “one often-predicted result of wage increases failed 
to materialize to any significant extent. Only 5 of the 42 store managers 
even claimed that prices to consumers had been raised because of the wage 
order, although all of them were specifically asked about this possibility. 
There was no evidence,” he reports, “that the wage increase contributed to 
price inflation.” 

(3) The low-wage industries affected by minimum wage improvements are 
largely competitive-price and not administered-price industries. These industries 
try to maintain price levels and meet any increase in wage costs through improve- 
ments in efficiency and reduction in other costs rather than through raising of 
prices. 

(4) Nor will prices be pushed up by the increased buying power which an 
improved minimum wage will provide for low-income families. These families 
do not have excessive buying power. They will spend this additional income 
principally for food, apparel, and household goods. Their increased purchases 
will go, not to chase up prices but to ease farm surpluses and put still idle 
capacity and idle manpower to work in industries such as food, apparel, house 
furnishings and appliances. Part of their increased income will also go toward 
meeting expenses now borne by other citizens in the community in the form of 
hospital and various social welfare expenditures for low-income groups. 

(5) In any event, even if all of the minimum-wage increases were to be passed 
on in price increases, the effect on prices would still be quite limited. If every 
cent of wage increase required by a $1.25 minimum and extended coverage were 
to be passed on in higher prices (instead of being largely absorbed without price 
increases as in past minimum wage adjustments), then the total increase in 
the Nation’s price levels still would be well short of even 1 percent. 

(6) Finally, it is sometimes claimed that, while increased minimum wages 
alone are not inflationary, they indirectly push up wages which are already 
above $1.25 and this indirect effect might push up prices. 

Wholly apart from the question of whether price advances would really occur 
if wages were raised generally because of the higher minimum, the notion that 
minimum wage increases are actually passed up all along the line is contrary 
to fact. 

Experience shows that wages above the minimum are not pushed up ap- 
preciably by a new minimum. Specifically, when the present $1 minimum was 
raised by 25 cents in March 1956, average hourly pay in all manufacturing rose 
only 2 cents (from $1.93 in February to $1.95 in March) and most of this in- 
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crease was due to normal wage movements unrelated to the increase in the 
legal minimum. 

Mr. Chairman, this oral statement necessarily has had to be brief. The sup- 
plementary statement for the record offers additional specific information. If 
there are any questions of matters on which the subcommittee would like addi- 
cs material, we will be glad to do our best to provide it as promptly as 
possible, 


(The following supplemental material was submitted by Stanley H. 
Ruttenberg, AFL-CYO.) ‘ 7 


Coverage of Fair Labor Standards Act’s minimum wage provision, 1959 























Employment 
in millions 
Total employment_-_ SE ns AE SEUSS Se ee 
Covered by act’s minimum wage__-.--.--~-----..-.__---_-_-.__-- 24 
Not covered by act’s minimum wage ee 2 42 
Excluded by act’s present definition of interstate commerce______ *14 
Excluded by specific exemption__ mETE Coil 6 
Excluded as executive, professional, and administrative em- 
ployee. whl PAS 5 
Proprietors and self-employed Mk SI UOC 9 
Government employees____------~- bigit 8 


1Of these workers, some 9,000,000 would also be excluded from coverage by specific 
exemptions. 


Source: Data of U.S, Department of Labor. 


Eoatended coverage of wage and salary workers under minimum wage provisions 
of Fair Labor Standards Act by major industry groups, 1959 * 




















[Thousands] 
Uncovered and exempt wage and salary workers 
Covered and 
nonexempt Excluded by 
Total ! wage and act’s mt Excluded by 
Industry division employ-| salary workers definition of specific 
ment Total “interstate exemptions 
number)|Percent| commerce’’ 
Num- |Percent Num- |Percent} Num- | Percent 
ber | of total ber ber 
P\ y | has Sane 43, 760 | 23,723 54 | 20,037 46 | 14, 465 33 | 5,572 13 
Manufacturing.............. 15,071 | 14, 238 O4 833 6 110 () 723 5 
a A al le aR 637 626 98 11 2 5 1 6 1 
Construction -.............- 2,897 | 1,273 44 1, 624 56 1, 554 54 70 2 
Wholesale trade_..........-- 2, 561 1, 784 70 777 30 246 10 531 21 
Retail trade.............-... 7, 349 229 3] 7,120 97 5, 740 78 1, 380 19 
Finance, insurance, real 
ae debe ae coy. 2, 126 1, 413 66 713 34 407 19 306 14 
Transportation, communi- 
! cation, utilities...-..-.....| 3,675 | 3,208 87 467 13 213 6 254 7 
Services and related indus- 
gee RE 5, 100 950 19 | 4,150 81 3, 729 73 421 10 
Agriculture, forestry, fisher- 
NE eh NC RE OE 1, 883 2 (?) 1, 881 RM ESE, ee 1, 881 (3) 
Domestic service - ........-- gy Settle eet 2, 461 100 | 2, 461 BOD Bo 60<csslooeceniel 
































1 Employment is 1959 average in the 50 States and the District of Columbia. Executive, administrative, 
and professional employees totaling 5,000,000 are not included in these total employment figures. Proprie- 
tors and self-employed persons totaling approximately 9,000,000 persons, and 8.000.000 Government em- 
pigyuene also excluded, as are personnel of the Armed Forces. 

2 than \% of 1 percent. 

3 More than 991% percent. 


Source: U.S. Department of Labor, Wage and Hour Division. 
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65 
Estimated number of workers brought under minimum wage provisions of the 
Fair Labor Standards Act by H.R. 4488 (Roosevelt bill) 


[Estimates represent average employment during 1959 in the 50 States and District of Columbia. 
Executive, administrative, and professional employees are not included.] 
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Employees brought under 
minimum wage by H.R. 
All non- 4488 
covered or 
Type of employment and exemption provision exempt 
employees Number earn- 
(thousands) Total ing less 
(thousands) | than $1.25 
(thousands) 
OO fp a See ee eee as 20, 037 7, 992 3, 087 
Types of employment in which specific minimum wage ex- 
emptions apply: 
Outside caleomen—~204a)(1) eee eee eae eee |} ee SN ee 
Local retailing yt ed (manufacturing and wholesale 
eae TNT h RSS Ope EE ry ee eee eee ety rae 10 10 
Retail trade—13(a) o and (4) -- i 7, 050 4, 656 2, 109 
Hotels—13(a) (2). .---.-- 4 251 174 
Laundries and cleaning plants—13(a) (3) Belt EE Ret. a 8 448 256 148 
Nonprofit health services—13(a) (2)-.........--.--.-.--.--- ff CR ETT SRS eee 
Miscellaneous services—13(a) (2)!.........-....-.---------- 1, 241 186 126 
OE RA EE pA EN. SE 8 EE ae a i, <r oe 
Seafood processing—13(a) (5) - ...-.-.--.------------ cakameiiban 32 32 15 
Agriculture—13(a) (6) - _.---.-.-- Ste Er nese nieteneloarea taeaaies oY ea ee ee eee 
Small newspapers—13(a)(8)..............-------------..6- 16 16 10 
I I nie cancamiennscvaetanentdauoeubie 107 107 10 
Farm products processing—13 (a) (10) .---.-.-..-----.------- GE Sok pci cncceriieedch cee 
Small telephone exchanges—13(a) (11) - -...--.---.------ =e 46 42 24 
IEE aii 5 seca enue ladet ers etre cn ecsnanspadepe 106 58 24 
ae | a re ES Re See” 2 100 100 10 
Small logging operations—13(a) (15) - ay ee ae oe ee 87 87 70 
Industries with other uncovered employment: 
Manufacturing end mining. ............-...-.-...--..<<-- 75 40 20 
Wy IE I noua kees.seccun Gtege eee as icddiegees 199 180 87 
COMITONE PeTEOMD « — 25-2 a eG sei eee 1, 549 1, 413 105 
Finance, insurance, and real estate.___. ace le Mies 317 161 30 
Transportation, communications and utilities..........--- 65 41 7 
Business services. --- scgeaheuee 200 190 52 
Nonprofit organizations except health services. _.--....--- Se ER ee ee * 
Professional and educational services__..-........-.------- 197 166 61 
eae re eee gS, Serer re. Sie 














1 Includes motion picture theaters, other amusements and recreation, repair services, personal services, 
and medical and health services other than nonprofit. 
2 Excludes fishermen paid on a “‘share-of-the-catch”’ basis. 


Source: U.S. Department of Labor, Wage and Hour Division. 


Note: For purposes of this table, et who are subject to more than one minimum wage exemption 
are classified according to the first applicable exemption listed. 


STATE MINIMUM WAGE REQUIREMENTS 


Examination of State minimum wage provisions makes it clear that they have 
not provided adequate protection for workers left uncovered by the Federal Fair 
Labor Standards Act. Specifically: 

(1) Of the workers excluded from Federal protection, only about one-fourth 
(5 of 20 million) have any protection from State laws. In 21 States, there is 
ho minimum wage protection whatever. 

(2) Where States do set minimums, coverage is often greatly restricted: 

(a) Many States cover only a few industries, leaving others uncovered; 

(b) Most laws apply only to women and minors, leaving men unpro- 
tected ; 

(c) Many States provide for naming of boards or committees to fix sepa- 
rate minimums for different industries. In practice such boards often 
simply are not named, so that no minimums are set or obsolete minimums 
are allowed to continue without updating. Moreover, board procedures are 
often so cumbersome and time-consuming that they prevent effective or cur- 
rent rate setting. 

(3) Most State minimum wage requirements are woefully low. Only 11 
States have general minimums of $1 or more (and 2 of these protect only women, 
not men). Here are specific examples of the inadequacy of State minimum wage 
protection : 
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Ohio: 
in 1935); $11-$15 a week 
1941) ; and, more recently, 


cents in cleaning and dyeing. 


Arizona: 


They range from $18.72 


Arkansas: 
$1.25 per day (15.6 cen 
Kentucky : 


ts an hour). 
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Basic minimum rates of 40-50 cents continue from 1947. 


Minimums are set for only four industries—27% cents in laundries (set 
(25-36 cents an hour) for beauty culture (set in 
70 cents in furnishing of food and lodging and 90 


Minimums apply only to laundry, dry cleaning, and retail trades, 
to $26.40 a week (hourly rates of 47 to 55 cents). 
The minimum wage has not been changed since 1915, 


It is still 


A special 


order setting rates of 20-28 cents for laundry, dry cleaning, and dyeing continue 


from 1942. 


Hotels and restaurants have a 41- to 45-cent minimum set in 1954, 


Minnesota: There is a general $11-$15 weekly minimum (23-31 cents hourly 
for 48 hours), supplemented by higher rates (70 cents to $1) in only four in- 


dustries. 
South Dakota: 
(22-28 cents an hour). 


Wisconsin: The general minimum, set in 1956, is 50-70 cents. 
The following pages present a general listing of current State minimum wage 
requirements (table 1) plus separate detailed listings for each of three industries 
not covered by the Federal law, retail trade (table 2), hotels and restaurants 
(table 3), and laundry and dry cleaning (table 4). 


TABLE 


1.—State minimum-wage requirements 


The minimum, set in 19438, is $12-$15 a week for 54 hours 








State Hourly minimum ! Covers 2 When set 
(eget le eee Re ce a or acdieke pieces: ey) See eee 
ae eee -| $1.50. __- Most industries. 1959. 
SEC ne ae 47 to 55 cents ($18.72 to | 3 industries 3___ 2 in 1948; 1 in 1954, 
$21.60 per week). 

EE ae 16 cents ($1.25 a day) -_ Most industries 3_________--- 1915, 
NR i 506b ein 8 Gears os 0 ce -do 3___ rae 1957-58 
NS ee ? cents to $1__ 4 industries 3____- 1956. 
Connecticut __._.-.---- . Most industries 1957. 

| 31 “to $1.25. | Beauty shops 1958. 
Delaware | None. my : sek Baa BER OLA 
District of Columbia_- 56 cents to $1.10 ($30 to $44 | 7 industries 3__.___________- 1948, 1954, 1955, 





per week). 





"Most industries. -_----_---- 


"Most industries “alga Per eaeee 
Laundry, dry cleaning, and 
dyeing. 


Most industries_------------ 
"Most industries_.-..--.----- 
Building service. 


Most industries ‘es SRT ur 
2 industries ____- vit Laat eahis 
3 industries_____ Masi 
1 industry --- 


| ES Tae Ai ee eS Se eee 
SESS Eee ( <ME  icae Dae ine ee 
DE arcs Ssaxct<t ee wee 
NEST TT ae 
ah fie et ocgelS None.. a 
Indiana _--do. é+kces a @iiagtese 
Iowa_- SEER eR ESS 
| SS ee MD... cnccncensboueLilnk we 
I 40 to 50 cents_...------------ 
Oe Me os salen tsaeeee 
a erate None 
Se oowna| Reese a SS a5 
ae sneaniaiaidlet § Re eines She RRR Ss 
a a NEE igi horn sitisie dplavi-weeer 
mae Cath eateeetiallt Pome AE, 
Michigan.--_-_-._...__- i SEE Se Re eae 
Minnesota..-.-..-.....- 23 to 31 cents ($11 to $15 per 
week). 
I ncnre mas Mogae iyesceds : 
70 to 85 cents......---------- 
85 cents to $1_. Sal 
SS Saees LO ears 
aid SMITE, eed: pit Pedic « Bf nd bhi £3 
Reema). 22. ..-do 
Nebraska............... .-do 
oedema ok RE Seay 
New Hampshire_______- CO Be es eee 
75 to 80 cents.........-..-.- iv 
‘ SO comee, «1. - 15 5-~~ 042505 
New Jersey...........-. BE 0 AR ONE nn cnc riedone 
80 cents to $1_........-__-- 
New Mexico______._._.. Pee... Awe 
New Mexico____________ ET OT 
PON WE a on wanae 75 cents to $1.05.._--.-.----- 
North Carolina__._._._- Meee 1 i5.. Kieassxilug 
North Dakota. _-..._.-- 50. to 76 cents..........-....- 
OMOW si ti 26 to 36 cents..........._-._- 
oo, Sa 
ee Fe 


See footnotes at end of table. 





Specified occupations (5) -- 

Bimaewtes. i. 2.0. aii 
3 on Pe a nitihnall 
Most industries ____._..._--- 
Most industries __........-.. 
Most nonmanufacturing in- 

dustries. 

Most industries_-__.....----- 
5 industries 3__..._........-.- 








1957(2), 1958, 
1959. 


1957. 
1955. 


1947. 
1942. 


1959. 


1957. 
1960. 


1939. 
1957. 
1959, 


1957, 
1952-53, 1958-59. 


1960. 
1949, 1953, 1956, 
1957, 1959. 
1935, 1941. 


1956, 1959. 





Pen 
Pue 
Rh 


Sou 


Ter 
Tex 
Uta 
Ver 
Vi ir 


We: 
Wis 
Wy 
for | 
trie 
are 

3 


bot 


Ste 


$1 0 


$0.7 


Un 








in- 


ge 
ies 
its 


954. 
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TABLE 1.—State minimum-wage requirements—Continued 




















State Hourly minimum ! Covers 2 When set 
DL, . ccakebmanamnnes 66 to 70 comts.... ...4s60i6--5-- SS ae 1951-52. 
i Ses = i ie kes 1953-57. 
NET EN LE ETT IG. te: EGS 9 ces cacuacueanne 1959. 
Pennsylvania--_-__.___-_- 70 Gents 00 Si... 2-5-2 55- Nt eer eee 1959. 
Puerte Rico. ..6.ci...sc| Shoente ewe... .. e222...-.4.0 Most industries. _______- 1956-60. 
Rhode Island______....- | TNE: A eee Most industries (more than | 1957. 
3 employees). 
if. See re sAball Nonprofit organizations - -_-- 1957. 
50 60 Be Pewee... ..- So cc, Establishments with 3 or | 1947, 1951, 1954, 
fewer employees (4 indus- 1958. 
tries). 
a ee eee me! ee ee ph ee Se ka ee ee 
South Dakota_______.-- ty ¢0 28 cents ($12 to $15 per | Most industries 3_________._- 1943. 
wee 
ee oO ee eee EP Le Se SEITE Pe arose > 
BIL 205 is grenadine YS aee A  ae | nS 1 eer ae cues 
IY, accu sh cthine iain daiscowlesarsh "70 to 90 cents_--_....--.--_-- ee ae 1959. 
SE | Es SS FE ae ae Most industries __..........-| 1959. 
Virginia ———— kl Oe Ce et ee ee 
Washington _________-.- STIR OT Bee Most industries _.........--- 1959. 
Se Ws chee Jick ND. 36 Oo, a nebo edu cll mmpasttinn team caghla glad debe ens 
I tt as antacid | 50 to 70 cents_- eid. Most industries 3_....._._--- 1956. 
Ber “A Sure 1955. 


Wyoming-_____- een F | pO ae 5 Oe eee 








| The rates shown are for full-time, experienced, adult workers. 


for part-time, inexperienced, or younger workers. 
: Where 1 rate covers a substantial variety of industries, it has been listed here as covering most indus- 


tries. 


are protected in only a very few States). 


§’ Covers only women and minors or women and minor girls. 


both men and women. 


Some States have set other minimums 


(Most States have exempted certain industries or occupational groups; farmworkers, for example, 


Only 14 States and Puerto Rico cover 























Sources: U.S. Department of Labor and Bureau of National Affairs, Inc. 
TABLE 2.—Retail trade, , State minimum wage requirements (1960)* 
Minimum | Year pres- 
States with minimum houriy rates of— hourly ent rate Type of employee 
rate effective 
$l or more: 
ores ss wnccceataetatas tes $1. 50 1959 Men, women, and minors. 
A. ston savncaeinbeekins < 1.00 1957 Women and minors. 
Connecticut 1.00 1957 Men, women, and minors. 
Hawaii. 1.00 1958 Do. 
Maine _. 1.00 1959 Do. 
Massachusetts -- 1.00 1957 Do. 
Nevada. zs 1.00 1957 Women and girls. 
New Hampshire 1.00 1957 Men, women, and minors. 
New Jersey - 1.00 1956 Women and minors. 
New York 1.00 1958 Men, women, and minors. 
Pennsylvania 0. 75-1. 00 1959 Women and minors. 
Rhode Island_ 1.00 1957 Men, women, and minors. 
Vermont__. eae | 1.00 1959 Do. 
Washington x 1.00 | 1959 Do. 
$0.75 and under $1: } | 
Colorado... _| 0.60-0.80 | 1956 | Women and minors. 
District of Columbia___. 0.90 | 1957 Do. 
Idaho___ 0.75 | 1955 | Men, women, and minors. 
Minnesota__ 0. 70-0. 85 | 1957 | Women and minors. 
New Mexico. 0.75 | 1957 | Men, women, and minors. 
North Carolina 0.75 | 1960 0. 
Puerto Rico 0. 36-0. 75 1958 Do. 
Utah __- 0. 75-0. 90 1959 | Women and minors. 
Wyoming : 0.75 1955 | Men and women. 
Under $0.75: | 
Arizona__- - 0. 55 1954 | Women and girls. 
Arkansas. - - i 0.16 1915 Do. 
Kentucky ..-| 0.40-0. 50 1947 | Women and minors. 
North Dakota_ - -- _| 0. 58-0. 65 1957 | Do. 
Oregon. _. 0. 70 1952 Do. 
South Dakota | 0. 22-0. 28 1943 | Women and girls. 
Wisconsin | 0. 50-0. 70 1956 | Women and minors. 
' States with no minimum wage for retail trade: 
Alabama Louisiana Oklahoma 
Delaware Maryland South Carolina 
Florida Michigan Tennessee 
Georgia Mississippi Texas 
Illinois Missouri Virginia 
Indiana Montana West Virginia 
Iowa Nebraska 
Kansas Ohio 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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Taste 3.—Hotels and restaurants, State minimum wage requirements (1960)* 





Minimum | Year pres- 
States with minimum hourly rates of— hourly ent rate Type of employee 
rate ? effective 





wn” 


1959 Men, women, and minors. 
1957 Women and minors. 
Men, women, and miners. 
Do. | 
Do. 
Do. 
Women and minors. 
Women and girls. 
Women and minors. 
Men, women and minors. 
Women and minors. 
Men, women and minors. 
Do. 
Do. 


‘ 3 
a ce all oll eon 


Sune sssssssssssses 


i 


Women and minors. 
Men, women and minors. 


0. 
Women and minors. 


; 0. 
Wyoming ‘ Men and women. 
Under on 


Women and girls. 

F Women and minors. 
Kentucky : ; Do. 

New Hampshire / Do. 

New Mexi 7 Men, women and minors. 
North Dakota . ; Women and minors. 
Puerto Rico é d Men, women and minors 
Ohio . Women and minors. 

Sou ‘ 2 Women and girls. 
Wisconsi P . Women and minors. 














1 States with no minimum for hotels and restaurants: 


Alabama Kansas Oklahoma 
Arizona Louisiana South Carolina 
Delaware Maryland Tennessee 
Florida Michigan Texas 

Georgia Mississippi Virginia 
Illinois Missouri West Virginia 
Indiana Montana 

Iowa Nebraska 


2 Rates lower than those shown are specified by some States for employees receiving income from tips. 
3 Restaurants only. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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TaBLe 4.—Laundry and dry cleaning, State minimum wage requirements (1960)* 





States with minimum hourly Minimum | Year pres- 


rate of— hourly ent rate Type of employees 
rate effective 





$1 or more: 
Alaska 


Men, women, and minors, 
Women and minors. 
Men, women, and minors. 
Do. 
Do. 


California 
Connecticut 


Massachusetts 
Nevada 
New Hampshire 
New York 
Rhode Island 
W OTUNGNIE > Ahi doc wccne ahd Sonccoces Do. 
Washington Do. 
$0.75 and under $1: 
Colorado 2 : . 80 Women and minors. 
District of Columbia_-- . 87% Do. 
.75 Men, women, and minors. 
Minnesota . . 85 Women and minors. 
New Jersey Fe 85 Do. 
North Carolina .75 Men, women, and minors, 
. 90 Women and minors. 
. 27% Do. 
. 80 Do. 
Do. 
.85- . 0. 
Wyoming 75 Men and women. 
Under $0.75: 
Arizona 47- . Women and minors. 
Arkansas .16 Women and girls. 
Kentucky ---_. -2- . Women and minors. 
New Mexico. -.-- . 65 Men, women, and minors. 
North Dakota 55 Women and minors. 
Puerto Rico .44- .50 Men, women, and minors. 
South Dakota -22- .2 Women and girls. 
Wisconsin -50- .70 Women and minors. 


Do. 

Women and girls. 

Men, women, and minors. 
Do. 
Do. 


S2S28SSS3S8s 














1 §tates with no minimum for laundry and dry cleaning: 
Alabama Kansas Nebraska 
Delaware Louisiana Oklahoma 
Florida Maryland South Carolina 
Jeorgia Michigan Tennessee 
Indiana Mississippi Texas 
Illinois Missouri Virginia 
Iowa Montana West Virginia 
? Laundries only. 
$90 cents minimum for cleaning workers, 2744 cents minimum for laundry workers. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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State estimates of annual earnings necessary to support a single woman without 


























dependents 
| 
Changes in 
cost of 
living Annual 
State Date surveyed |} Annual between cost 
budget survey January 
date and 1960 2 
January 
1960 ! 
a a eae ae ———— ——— _ —_ 

Percent 
ce Eg eee $2, 313 +9.0 3 $2, 521 
California... ___- bk. eee oO ee LOS Se 2, 290 +9.6 2, 510 
| a eee September 1955.__._____- yee 2, 176 +9.1 2, 374 
| See < _ "se 1, 867 +23. 1 2, 298 
District of Columbia_____________ May 1953 Je. ee 2, 209 +10.0 2, 430 
2 February 1949... _____. am 1, 992 | +23. 4 2, 458 
Maine__.__- CITRON CE eee 2, 236 | +17.3 2, 623 
Massachusetts... ................ February 1954_______- Pee. one is 1, 967 +9.0 2, 144 
New Jersey. Jab thins soxodeel AMANOD ME. bun. Me oe. edhe 2, 933 +9. 5 8, 212 
New York a tt TEE EEE Le September 1955__...._..._______- 2, 588 | +9.1 2, 824 
Pennsylvania see Aes ee November 1949.._........__._-- } 2,121 | +23. 4 2, 617 
J, a eee ose IDS cbc ee roe sce 2, 230 | +19.4 2, 663 
Wanmmemion ea Ce. | May 1952________- BD i ae 2, 664 | +11.0 2, 957 
pO ESS: 15 Ls dit RE oe Ad Later Seca ae OES SRE ee 2, 587 








. Increase in National Consumer Price Index. 
? Estimated by applying rise in National Consumer Price Index to amount of budget on survey date. 
3 Median budget. 


INCREASE IN MINIMUM WAGE: APPLICATION OF Cost-OF-LIVING [NCREASES AND 
RISEs IN NATIONAL Propuctiviry SINCE LAST INCREASE IN MINIMUM 


When the Congress last increased the minimum wage in 1955, it relied heavily 
on two factors as the principal guide to the amount of the increase; the increase 
in consumer prices (cost of living) and general increase in productivity of the 
economy since the preceding increase in the minimum. 

The recommendation of the Senate Committee on Labor and Public Welfare 
in 1955 emphasized that application of the rise in the cost of living and in 
productivity required an increase in the minimum to at least $1. 

In 1960, a similar updating of the now-obsolete $1 minimum by application of 
the same two factors, cost-of-living rises and productivity advances since 1955, 
requires an increase to at least $1.25. That is, $1.25 is necessary in 1960 simply 
to adjust the $1 minimum to restore the same buying power it had in 1955 and 
to provide workers at the minimum level with a fair share of the productivity 
advances of the economy. 

Specifically: (1) The increase in the cost of living, as measured by the Con- 
sumer Price Index of the U.S. Department of Labor, from June 1955, the last 
month for which data was available when Congress enacted the $1 minimum, 
until January 1960, the most recent month for which data is now available is 
9.6 percent. (Data on changes in the Consumer Price Index are presented on 
page 14.) 

(2) The rise in productivity of the national private economy for the 5 years 
1955-60 is 16.5 to 18.7 percent. 

This is based on data of the U.S. Department of Labor. In a new report,’ 
it has stated that output per man-hour in the private sector of the American 
economy rose at an annual rate averaging 3.1 to 3.5 percént during the years 
1947-58. (The lower figure is based on use of Bureau of Labor Statistics data 
while the higher one is yielded by Bureau of Census data. The specific figures 
are presented on page 15.) 

Because there are wide fluctuations in productivity change from year to year, 
and official data are not available for the most recent 2 years, it is necessary 
to minimize possible distortion of short-run variations by relying on this trend 
data as the guide to productivity advances over the most recent 5 years. Apply- 
ing the recent annual trend rates compounded for the 5 years 1955-60, we find 
that the allowance for national productivity advance is 16.5 to 18.7 percent. 


1“Trends in Output per Man-Hour in the Private Economy, 1909-58," U.S. Department 
of Labor, Bureau of Labor Statistics, Bulletin No. 1249, published January 1960. 
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The arithmetic calculations based on these cost-of-living and productivity data 
are as follows: 

Application to the $1 minimum of the cost-of-living increase ($1 times 109.6 
percent equals $1.096) and the productivity gain ($1.096 times 116.5 percent 
equal $1.276, while $1.096 times 118.7 percent equals $1.301) requires that the 
minimum be raised to $1.28 to $1.30. 


Increase in Consumer Price Index to January 1960 from selected dates 


Percentage 
increase to 


Increase from : January 1960 
June 1955 (most recent month for which data available when Congress 


adopters the SL igenimun) o-casec sae 5 ee sk cea ee +9. 6 
August 1955 (month in which Congress voted for the $1 minimum)___ +9. 5 
March 1956 (month in which $1 minimum went into effect) _.________ +9.3 


Changes in consumer price index, January 1955 to January 1960 
(1948-49=100) 


























1955 1956 1957 1958 1959 1960 

ee RE STR ee ee ee Spee wee | 114.3 114.6 118. 2 122. 3 123. 8 125. 4 
EO. Be. nw conch ee cemranes 114.3 114.6 118.7 122. 5 WAG bicteet 
SRG! |... sc 5. 8d oe dlas pe abode. te are: 114.7 118.9 123, 3 WBN. 
Ree eto eee ave eit ee | M42 114.9 119.3 123. 5 1681. 25... 
0 REESE gS tips eerste eraeeneey eee oye | 114.2 115. 4 119. 6 123.6 SS ee ee 
Sei Re Batty ea? | 1144 116, 2 120. 2 123.7 Oo Seiad 
Sees ee BOG. be DEO teu 114.7 117.0 120.8} 123.9 m6) 
CR: - 1, iia ~=ick~aktelgemabh> eke | 14.5 116. 8 121.0} 123.7 124.8 |... 

EO aaa PNAS ial | er 117.1 121.1) 123.7 196 Bh aketas 
| Ripa Dew See eel | eee nc oahn | 114.9 117.7 121. 1 123. 7 125. 5 | anapbness 
DEON c. 5 telcos kee cdhacdubbobo dus babs 115.0 117.8 121.6 | 123.9 125. 6 |---=-2---= 
December ......-.---- re AL rr 114.7/ 1180 121.6} 123.7 196. 5 |. ss 

i 








Source: U.S. Department of Labor. 


PropuctTiviTy OF Private Economy, 1947-60 


Indew of real product per man-hour for total private economy * 




















[1947-49 = 100] 
| | 
Based on Based on | Based on Based on 
man-hour es- | man-hour es- | man-hour es- | man-hour es- 
Year timates from | timates from Year timates from | timates from 
Bureau of Bureau of Bureau of Bureau of 
Labor Sta- the Census Labor Sta- the Census 
tistics data data | tistics data data 
| 
ere a 96.7 97.4 a ‘ } 122. 6 127.0 
1948____ atic . 100. 2 100.3 Gs a adveactrncwd teen } 128.0 133. 1 
| Peete 103. 1 102.2 || 1956....___. [ch oe 128. 3 133.6 
 __ SOee RE Te Fr 110. 4 $00) 954f W907. Lo. ook 2 ole. | 132.8 137.9 
a aR ee 113.2 | 115.2 ONE oP 5 135. 4 139.1 
1952... .. : tn 115.7 118.9 1950. ... yaa sa 1142.2 1 146.1 
WJ: hehe 120.4 | 123.9 || 1960___- HM ~ 2 146.6 2151.2 
| | 




















! Estimated by AFL-CIO; assumes 5 percent increase in this year of recovery following 1958 economic 
recession. 
? Estimated by AFL-CIO; assumes increase equal to annual trend from 1947 to 1958. 


Source: U.S. Department of Labor, Bureau of Labor Statistics, Bulletin No. 1249, ‘‘Trends in Output per 
Man-Hour in the Private Economy, 1909-58.”’ 
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Increase in average hourly earnings in manufacturing and nonmanufacturing 
industries* (10 years: January 1950-—January 1960)* 
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Average hourly earnings 
Increase in 
Industry (Federal minimum wage) 10 years 
January 1950 ?\ January 19603 ($0.25) 
($0.75) ($1) 

SS ee $1. 42 $2. 29 $0. 87 
i can einichmdiantnemennainte 1.31 2.19 . 88 
ic dhea alin eh nc nieatsplaepaliatitinnndeapnireaemntamaigimeaetnanicant ares 1. 02 1.72 .70 
tl ccghiiinaicene enti naieiiaattoaneunanbaemewimen mei 1. 20 1.60 40 
DUTT iis od biti dbs Sabicea bobbled cinbintdakte didde) 1.19 1. 54 35 
Ser Sa se eer 1, 36 2. 24 88 
RN in ad euciabe samen tdeneammeimdmaecys 1. 86 2. 74 88 

i SS TEED RESEESES OD Eo Sie EP BORED eS LA 2d ak A 1. 45 2. 46 1.01 
OD. ccccnbddsbadnddsibeakelss dbatibiibublictol-nbéee 1.81 2.91 1.10 
SN SEN cdinnuidendunanthadeebbowoneuessiernnanoenwne 1. 54 2. 48 94 
rere er ak, AS SS ee 1.14 1. 62 . 58 
SERPS Cee rr See Sage ae Lh ees ena) ese ee Ree eee ee 1.51 2. 61 1.10 
Yo ciiciniaiepwimniatnbuntcdmnning ny iia heh eabee 1, 23 1. 97 .74 
SE Te RE ee a Vs OS, SEG. Aol 1, 24 1. 85 61 
NS ELE DEESIDE AO 1.39 2. 26 .87 
SS EEE SE TS EES en 1. 62 2. 85 1.2 
IP EINNID . Ce ince a ddtbecndvettdbdscatcestsbbee 1.49 2. 43 .94 
Machinery (except electrical) --..........-------.--------- 1. 55 2. 54 99 
SSS Se eee 1.43 2. 27 . 84 
Transportation equipment..-..................--.-....--.. 1. 68 2. 76 1.08 
Es ng dE beens ubaidancnpetwhtenenetenenttwes 1. 42 2. 33 91 
Miscellaneous manufacturing -........-..-...------------- 1, 29 1. 94 . 65 

DECEMBER 19593 

re ee oa ng ace pee ekg amminccdeeseeecsaebepeneners 1.75 2.72 0. 97 
Contract construction.._.. ...-- SRL. AE SS" ee 1. 93 3. 21 1. 28 
Transportation: Local railways and bus lines...........--.-.- 1. 47 2. 24 7 
a RR St I SEL. SRR 2° SS Seen 1. 38 2. 23 85 
Ne ac ceceungeonesnnesl 1. 59 2. 63 1.04 
tee Set sonsohasckcehensitebnababedeuseutd 1.48 2. 26 83 
Et Be Se cine api cuneeieenebamneeasene 1.15 41.72 4 .87 
ei ani cinc oop miinnied ut meneennniselinmn seein 75 1. 22 .47 
ee Lk. a seegieeh aapenearewidess - 85 1.19 34 
IN INT oo nn deccenenanuSnnaneenavenss .99 1. 39 .40 














1 Average hourly gross earnings of production and nonsupervisory workers. Source of the data is Bureau 
of Labor Statistics of the U.S. Department of Labor. 

2 Month in which 75-cent minimum wage became effective. 

3 Data are for most recent month for which information is available. For manufacturing industries 
the date is January 1960. For the nonmanufacturing industries, it is December 1959. 

« Earnings for retail trade in December are always at a seasonal low; January 1960 figures will be 5 or 6 
cents higher. 


AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D.C., May 3, 1960. 
Hon. PHILLIP M. LANDRUM, 
Chairman, Subcommittee on Labor Standards of House Education and Labor 
Committee, House Office Building, Washington, D.C. 


Dear Mr. LANDRUM: During the appearance of AFL-CIO President George 
Meany before the Subcommittee on Labor Standards on March 17, a number of 
questions arose on which I am glad to provide brief supplemental information 
for the hearings record. 

Representative Dent asked how many of the workers to be covered by H.R. 
4488 are now paid less than $1. The estimates are that about 3 million of the 
workers who would be covered by the bill are being paid less than $1.25; of 
these, 1.3 million are paid less than $1. 

Representative Ayres raised the point that the continued exemption which 
H.R. 4488 would permit for retail firms with less than $500,000 annual business, 
while extending coverage to larger retailers would be discriminatory. May we 
note the degree of such discrimination which exists now? In many industries, 
the Fair Labor Standards Act now covers most workers, but in others it still 
leaves the bulk of workers totally unprotected. Thus, only some 3 percent of 
retail workers are now covered by the act; only 19 percent of service workers are 
covered. This contrasts with coverage of 70 percent in wholesale trade and 94 
percent in manufacturing. Also, under the present act, coverage is determined 
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on an individual employee basis, so that within the same company, some workers 
are protected while others are not. 

The bill we have endorsed, H.R. 4488, while certainly not eliminating all the 
discrimination in coverage, would rectify much of this existing uneven and 
inequitable application of coverage. 

The subcommittee’s chairman, Representative Landrum, asked whether an 
increase in the minimum wage would push up wages all along the line. When 
the minimum wage was last increased, effective March 1956, by 25 cents to 
the present $1 (an increase of 33 percent), average hourly pay in all manufac- 
turing rose only 2 cents (1 percent) in the month involved (from $1.93 in 
February to $1.95 in March) and only 10 cents (5 percent) in the entire fol- 
lowing year. This increase in the overall average during the year was less 
than in the preceding year and was well in line with annual increases in 
earlier years; it is evident that most of the increase in the wage structure as 
a whole was due to normal wage movements unrelated to the increase in the 
minimum. This reflects clearly the limited carryover effect to higher wage 
levels of any increases required by the minimum wage. 

Another question was whether an increase in the minimum provides permanent 
benefit to the low-paid workers inasmuch as higher wage workers gradually 
move up and regain their differential advantage over a period of time, It is 
true that after the minimum wage is increased, narrowed differentials will 
again widen as the upper wage group advances. But the increases for the 
upper wage groups are not due to adjustment of the minimum; they will occur 
whether or not the minimum is increased. 

What must be recognized is that the higher wage workers gain increases 
steadily regardless of what happens to those at the bottom of the wage scale. 
The question is simply whether, from time to time, those at the bottom of the 
wage ladder should be provided some wage improvement through increases of 
the minimum, or whether they should be allowed to fall further and further 
behind the continuing advance of those in the higher wage brackets. What is 
needed, of course, is more frequent revision of the minimum so that it may be 
kept more currently in a reasonable relationship to movements in the general! 
wage level. 

Another question at the hearing was whether the reestablishment of dif- 
ferentials as the higher wage workers advance makes the man at the bottom 
in effect no better off than before the increase in the minimum. The answer 
is that the low-paid worker’s well-being depends on the level of his income and 
not on the amount of differential between his pay and others. In any event, 
when the minimum wage is raised more than the rise in the cost of living, it 
clearly enables the low-wage worker to buy more than under the previous 
minimum, regardless of what movement takes place in wages of workers un- 
affected by the minimum. 

Representative Landrum also raised the question of whether improved mini- 
mum wages might present problems in the fields of foreign competition. Several 
points should be noted briefly : 

The extension of coverage which H.R. 4488 provides is essentially for retail 
and service and other industries in which there is virtually no import competi- 
tion, so that the question of foreign competition is not truly relevant to the 
coverage-extension provision. 

The problem of import competition is a complex one involving many factors 
other than minimum wage levels and should therefore be considered as a prob- 
lem distinct from amendment of the Fair Labor Standards Act. The problem 
cannot be resolved or eased by holding up action on needed improvements in the 
level of American minimum wages and minimum standards of living. 

It should be noted that a higher minimum wage may in the end improve the 
ability of some American firms to meet foreign competition by encouraging in- 
creased productivity and efficiency on their part. But in overall terms, the basic 
fact is that the amount of wage change involved and the magnitude of the 
foreign wage differentials in industries affected by H.R. 4488 are such that 
enactment of the bill could not have any appreciable effect on foreign com- 
petition. 

Sincerely yours, 
ANDREW J. BIEMILLER, 
Director, Department of Legislation. 


Mr. Lanprum. With that, this meeting is adjourned, and the sub- 
committee will meet again next Wednesday, the 23d. 


(Thereupon at 11:55 a.m., a recess was taken until Wednesday, 
March 23, 1960, at 10 a.m.) 
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WEDNESDAY, MARCH 23, 1960 


Hovusr OF REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS OF THE 
ComMITTEE ON EpucaTIon AND Lapor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 429, 
Old House Office Building, Hon. Phil M. Landrum (chairman of the 
subcommittee) presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, 
Ayres, and Hiestand. 

Also present: Representative Bailey. 

Also present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The committee will come to order. 

This morning the subcommittee is favored with the presence of the 
Resident Commissioner of Puerto Rico, Dr. A. Fernés-Isern, and Mr. 
Fernando Sierra Berdecia, the Secretary of Labor of the Common- 
wealth of Puerto Rico. 

Dr. Fernoés-Isern. Thank you, Mr. Chairman. 


STATEMENT OF DR. A. FERNOS-ISERN, RESIDENT COMMISSIONER 
OF PUERTO RICO 


Dr. Fernoés-Isern. Mr. Chairman, I thank the committee for the 
opportunity to be heard on the question of the proposed amendments 
to the Fair Labor Standards Act of 1938, as amended. By necessity, 
it has become an established policy to consider the special cireum- 
stances of Puerto Rico and to make special provisions in the applica- 
tion of the act there. This has been true since soon after the original 
law was enacted, when the need immediately became evident. It has 
been found impossible to apply the same minimum wage in Puerto 
Rico as on the mainland; it has not been found possible to require an 
inflexible across-the-board wage for all industries to Puerto Rico. 
For these reasons, industry committees have been functioning under 
the law for years, periodically to revise and determine the highest 
minmium wage rates which each industry can afford to pay without 
causing unemployment in Puerto Rico. 

As a result. of the work performed by the industry committees, 
wage rates in Puerto Rico have been subject to continual scrutiny. 
The wage rate for individual industries is currently being revised each 
2 years as a minimum. In addition, under Puerto Rican law, the 
Commonwealth government reviews these wage rates, generally in 
alternate years to these during which the Federal industry commit- 
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tees review the same wage rates. The system has functioned quite 
satisfactorily, and accordingly there seems to be no present need to 
make any iiladsnends in the law concerning Puerto Rico, even though 
increases may be provided for the mainland, for immediately when 
the mainland minimum were increased, the industry committees would 
set to work to determine what new wage adjustments are needed in 
Puerto Rico, especially with regard to those industries in Puerto 
Rico which may have been paying the mainland minimum. 

To assume that an increase in the mainland minimum would auto- 
matically call for an equal increase in the minimum in Puerto Rico, 
cent by cent, would be a mistake. For, as a matter of fact, the main- 
land minimum wage is not the prevailing wage. Mainland wage rates 
are generally considerably higher than the legal minimum, and the 
raising of the legal minimum, does not necessarily increase the wage 
rates in the mainland. Therefore, the proposal to establish an in- 
crease in Puerto Rico to the same amount, cent by cent, as in the main- 
land, would in practice have no justification whatsoever, for the legal 
minimum wages tend to become prevailing wages in Puerto Rico. An 
actual unwarranted increase in wage rates would result, not sup- 
ported by the findings of the industry committees. 

However, since conditions are constantly changing in Puerto Rico 
and wages are continually going up under the present system, a per- 
centage increase in the wage rates in Puerto Rico equal to the percent- 
age increase in the minimum wage in the mainland may result in an 
increase that the industry committees, themselves, might be establish- 
ing in their next determinations for the industries. Therefore, if it 
oS taghdlatively decided not to wait for the industry committee’s deter- 
minations, but to determine percentage increases in the law, it may still 
be within the possibilities of Puerto Rican industries to pay the in- 
creases. However, we cannot. be absolutely certain about it, and 
proper flexible safeguards would have to be provided so that no hard- 
ship may be caused to industries and no unemployment may be thus 
unnecessarily created. 

In spirit of compromise, it is suggested, therefore, that instead of 
a cent-by-cent increase in minimum wages in Puerto Rico, as has been 
proposed in pending bills, a percentage increase be provided for in 
the law if accompanied by the indispensable safeguards to prevent 
hardships to industry and unemployment to labor. 

I shall not impose on the committee’s time in probing the details of 
this proposal. I understand I will be followed by the secretary of 
labor in Puerto Rico, Mr. Fernando Sierra Berdecia, who will explain 
the entire labor situation in Puerto Rico as of today and define what 
safeguards are needed if a percentage increase is provided for. 

We most certainly appreciate that the purpose of this bill is to give 
proper protection to labor. Workers should have as high a pay as is 
possible, but in the case of Puerto Rico, while this is a fundamental 
concern, there is another great concern which is equally fundamental; 
that there be industries and jobs; that there be gainful employment 
opportunities and places to work; that in trying to better the condi- 
tions of employment, we may not be creating unemployment; that 
the industrial development of Puerto Rico may not be imperiled and 
its economic growth may not suffer a setback. 
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As you will observe, Mr. Chairman, my discussion relates entirel 
to the level of minimum wages and to the procedures for setting mini- 
mum wages in Puerto Rico. I have not discussed another aspect of 
the bill, namely the extension of coverage, so it affects Puerto Rico. 
I request that I be permitted to submit a statement on this matter at 
a later date and before the termination of these hearings. 

Mr. Lanprum. You may submit such a statement to the committee 
counsel, and we will see it is included in the record. 

Dr. Fernoés-Isern. Thank you very much. 

Now may I with the committee’s permission request that the secre- 
tary of labor of Puerto Rico be heard, Mr. Chairman. 

Mr. Lanprum. Very well. Some of the members perhaps would 
like to direct a question or two at you before the secretary speaks, 
which is proper. 

Mr. Dent, do you have a question ? 

Mr. Dent. I would rather defer until we hear the secretary of labor, 
when we get a more complete picture of the situation in Puerto Rico. 

Mr. Lanprum. All right, we will proceed. 

Mr. Secretary, we are glad to have you with us again. Suppose 
you proceed as you think best. 


STATEMENT OF FERNANDO SIERRA BERDECIA, SECRETARY OF 
LABOR, COMMONWEALTH OF PUERTO RICO 


Mr. Berpecta. I am the secretary of labor of the Commonwealth of 
Puerto Rico. 

I am very happy to have this opportunity to speak with you about 
minimum wages in Puerto Rico and to outline our position on this 
matter. 

As I have stated on previous occasions, the government of the 
Commonwealth of Puerto Rico is unequivocally in favor of continued 
upward revisions of minimum wages throughout Puerto Rico. 

This policy was embodied in the Minimum Wage Act enacted by 
Puerto Rico in 1941 and in its subsequent amendments. It has simi- 
larly been embodied by the Congress in the Federal Fair Labor Stand- 
ards Act as amended in 1940 and in subsequent years. 

Both the Federal law and the Puerto Rican law take into con- 
sideration the specific economic situation of Puerto Rico and pro- 
vide effective machinery for raising wages as rapidly as possible and 
to the highest level economically feasible in each industry. 

As you know, it has been vs during the past 20 years that Puerto 
Rico has begun its history of modern industrial development. As 
recently as 1940, we had an almost entirely agrarian economy which 
was almost completely dependent upon the single crop of sugarcane. 
In an area of less than 3,500 square miles with one of the world’s 
highest population densities, agriculture failed to provide a satis- 
factory economic base, particularly since a large part of our terrain 
is mountainous and not arable. With a present population of more 
than 2,300,000, our population density exceeds 681 persons per square 
mile—greater, for example, than the density of such highly in- 
dustrialized countries as Japan and the United Kingdom. 

It wes in the early 1940's that Puerto Rico began to formulate 
plans for industrial development. These were delayed by the Second 
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World War, so that it was not until the postwar years that we were 
really able to get our programs underway. 

In this brief period of time, we have made considerable prog- 
ress; 600 new factories are in operation on the island, employing 
some 45,000 workers. Puerto Rico’s gross national product in 1959 
was nearly five times as great as in 1940, having risen from $287 
million to $1.4 billion. Per capita net income quadrupled during 
this period, rising from $121 to $493; even after allowing for the 
rise in the cost of living, this represents a gain of 111 percent. 

Total compensation to workers has increased both in absolute terms 
and as a proportion of our national income. It rose from $127 mil- 
lion in 1940 to $775 million in 1959; and from 56 percent of our na- 
tinal income to 68 percent. As these data indicate, labor is fully 
participating in our economic growth. 

Five years ago, when I testified before a congressional committee 
also considering amendments to the Fair Labor Standards Act, I 
was able to report that life expectancy in Puerto Rico had risen from 
46 years in 1940 to 61 years, one of the most rapid rates of increase 
known anywhere in the world. I am happy to report that life ex- 
pectancy on the island now has reached 68 years, only a year below 
the national average. 

Similar progress has been made in education. Public school enroll- 
ment has more than doubled since 1940. The budget for education has 
increased nearly tenfold, rising from $7.7 million to $75.6 million. 
In 1940, we were able to accommodate only 51 percent of our school-age 
children in school ; today we are accommodating 85 percent. We have 
reduced our illiteracy rate by 60 percent—from 32 percent of the 
population in 1940 to 13 percent last year. 

The significant progress which Puerto Rico has made in this brief 
period of time is reflected in other fields as well. Its evidences abound 
also in our new roads, schools, hospitals, hotels, office buildings, electric 
powerplants, private homes, and public housing projects. 

Our great improved levels of living have been directly reflected in 
our purchases of goods from the United States. In 1940, shipments 
from the U.S. mainland amounted to $100 million; last year, they 
totaled $670 million. We are the United States seventh largest cus- 
tomer; on a per capita basis, the No. 1 customer of the United States. 

Weare also serving as an effective showcase of American democracy. 
Under the point 4 program, 10,000 government officials, factory man- 
agers, labor leaders, and technicians from a wide variety of fields 
have come to Puerto Rico to study our methods of development. They 
have come from 118 countries in all parts of the free world. 

In the field of economic development, the United States has cer- 
tainly been the leader with respect to providing financial and technical 
assistance to underdeveloped countries and in stimulating private 
investment in such areas. We in Puerto Rico heartily support this 
iprogram and we sincerely believe that the great progress made in 
Puerto Rico has served as a concrete manifestation of the interest 
of the United States in economic development. Ours is an example 
of expanding production and living standards which has helped give 
meaning and substance to the entire U.S. effort in aiding the under- 
developed countries. While we still have a long way to go ourselves, 
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we are happy to serve as a sort of demonstration center of how people 
can help themselves toward greater progress. 

Per capita income in Puerto Rico is the highest in the Caribbean 
area and the second highest in all of Latin America, but in spite of 
the great progress we have made, it is only about one-half that of 
Mississippi, the lowest State, and one-fifth that of Connecticut, the 
highest. 

I must mention, too, a fact of basic importance: Our tremendous 
progress has been accomplished in the face of continued very high 
levels of unemployment. While there have been significant increases 
in the quality of jobs available to our workers and in the proportion 
of our workers fully employed, total employment has not increased. 
The new jobs which have been created in recent years have been offset 
by declines in the low-wage sectors of our economy, principally in 
agriculture and home needlework. 

Let. me review the fundamental changes which have occurred in our 
labor force during the past decade. The overall picture since 1950 
has been a decrease in the size of the labor force; a decrease in the 
absolute number of persons unemployed—although not in the per- 
cent of the labor force unemployed ; changing patterns of employment 
reflecting the increasing importance of manufacturing—which in 
1956, for the first time in our history, surpassed agriculture as a source 
of income, but, not as a source of employment; increasing full-time 
employment, with a corresponding decrease in underemployment; a 
shift in employment for less productive to more productive indus- 
tries; and considerable increases in wages. 

Between 1950 and 1959 the size of our labor force decreased from 
704,000 persons to 631,000; this was due partly to migration to the 
U.S. mainland and partly to the fact that increases in wages and 
family incomes have enabled a number of persons to withdraw from 
the labor force to study, to become housewives, and so on. Employ- 
ment stood at 601,000 10 years ago; last year it averaged 544,000. 
Unemployment during the period declined from 103,000 to 87,000. 
Nevertheless, as a percent of the labor force, unemployment declined 
only from 14.6 percent in 1950 to 13.8 percent in 1959, approximately 
three times the tolerable level in the United States, which is roughly 
40 percent. The lowest annual rate of unemployment occurred in 
1956 and 1957, when unemployed persons accounted for 13 percent 
of the labor foree; the highest during the past decade occurred in 
1951, when the rate reached 16.2 percent. You will recognize that 
such unemployment rates are characteristics of times of severe depres- 
sion or of depressed areas in the mainland. In addition to the prob- 
lem of unemployment, Puerto Rico also faces a serious problem of 
partial employment. In July 1959, 34 percent of the persons em- 
ployed were working less than 35 hours per week. While this repre- 
sents notable progress when compared with the 48 percent who were 
working less than 35 hours in July 1950, the figure still remains high. 

Within the overall picture, we have seen dramatic increases in the 
growing, high sectors of our economy. Employment in manufactur- 
ing, exclusive of home needlework, rose 47 percent between 1950 and 
1959; in finance, insurance, and real estate, 67 percent; in construction 
58 percent; in transportation, communication, and public utilities, 
27 percent. 
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On the other hand, in the declining, low-wage sectors of agriculture 
and home needlework, there were, respectively, decreases of 38 per- 
cent—from 210,000 to 129,000 workers—and 80 percent—from 55,000 
to 11,000 workers. The decline in agriculture reflects, in part, the 
increasing mechanization in the sugar industry, and also the unfavor- 
able weather conditions in recent years which have adversely affected 
sugar—a hurricane in 1956, followed by a rather severe drought in 
1957, and abnormally high rain in 1958. The drop in home needle- 
work reflects to a large extent our inability to compete with needle- 
work from very low-wage areas such as Japan and the Philippines, 

With this background of our progress and the problems which we 
still face, let me turn now specifically to the consideration of minimum 
Ww and to our experience under the Fair Labor Standards Act. 

When the Fair Labor Standards Act was enacted in 1938, the 
across-the-board, fixed minimum wage in the United States was ex- 
tended to Puerto Rico. Since most Puerto Rican industry was eco- 
nomically unable to pay this wage rate, the full enforcement of the 
law would have had a disastrous result. In the home needlework 
industry alone, an investigation showed, 30,000 full-time workers and 
close to 60,000 part-time workers would have lost their jobs with no 
other source of employment to turn to. 

On the basis of this experience, the act was amended in 1940 to 
provide for the setting of minimum wages in Puerto Rico by special 
industry committees appointed by the U.S. Secretary of Labor, with 
each committee composed of an equal number of members representing 
employers, labor, and the — The committees investigate eco- 
nomic conditions in each industry in Puero Rico with the purpose of 
setting minimum wages at the highest level economically feasible 
without substantially curtailing employment and which will not give 
any industry in Puerto Rico a competitive advantage over an industry 
in the United States. 

In 1955, in line with recommendations made by myself and others, 
Congress amended the industry-committee plan to speed up the in- 
vestigation of industries and the setting of new minimum wage rates. 
The amendments eliminated the review of industry committee deci- 
sions which had previously been made by the U.S. Secretary of Labor 
and provided that every industry in Puerto Rico which was covered 
by the act be reviewed by an industry committee on an annual basis. 

As a result of these amendments, rapid increases in minimum wages 
were approved in a large number of industries. The large increases 
in many industries reflected the fact that minimum wages in some of 
these industries had not been reviewed for several years. 

During 2 years of annual reviews, however, experience showed that 
the impending annual changes made business planning difficult for 
employers and interfered with collective bargaining by labor, inas- 
much as the legal minimum set the pattern for the industry and tended 
to be identical or almost identical with actual prevailing wages. The 
U.S. Department of Labor also concluded that economic changes in 
industries were not occurring rapidly enough to merit the cost of 
administering annual reviews. Taking this experience into account, 
Congress in 1958 amended the law to provide for a review of each 
industry once every 2 years. 

Puerto Rico’s experience with this flexible, industry-committee ap- 
proach to the setting of minimum wages on an industry-by-industry 
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basis has been excellent. The amendments to the Fair Labor Stand- 
ards Act in 1955 and 1958, simplifying and speeding up the wage- 
setting process, have been particularly beneficial. 

A total of 78,400 workers were employed in industries covered by 
the Fair Labor Standards Act as of December 31, 1959: 42 percent of 
the workers covered had reached the present statutory ceiling with a 
minimum of $1 per hour; 9 percent had a minimum between 90 and 
99 cents; 12 percent, a minimum between 80 and 89 cents; 14 percent, 
a minimum between 70 and 79 cents; 8 percent, a minimum between 
60 and 69 cents; 5 percent, a minimum between 50 and 59 cents. 

Only 10 percent of the workers covered by the act had minimum 
rates of less than 50 cents per hour. 

A comparison of the minimum wage rates in effect in September 
1955 and December 1959 is shown on table 8. 

Significant increases in minimum wages have occurred since the 
1955 amendments to the Fair Labor Standards Act. Between Sep- 
tember 1955 and December 31, 1959—while the minimum wage re- 
mained unchanged on the U.S. mainland—the following increases 
were made in industries in Puerto Rico: 35 percent of the workers 
covered have had increases in the minimum wage of 26 cents or more; 
38 percent have had increases of 25 cents; 13 percent have had in- 
creases of between 16 and 24 cents; 5 percent have had increases of be- 
tween 11 and 15 cents; 1 percent have had increases of between 6 and 
10 cents; 8 percent have had increases of 5 cents or less. 

Two points are of basic importance in analyzing these increases : 

First, the major changes occurred during the first year in which the 
U.S. Department of Labor, under the law, conducted a complete re- 
view of all minimum wage rates. This was during the fiscal year from 
July 1, 1956, through June 30, 1957. Ninety-nine wage rates were 
set during the year. The average increase effected was 13.9 cents per 
hour, which amounted to an average of 28.3 percent. The magnitude 
of these increases reflected the fact that in many of these industries 
several years had passed since the last previous increase. This point 
was amply illustrated by the changes effected during the second 
year of complete review from July 1, 1957, through June 30, 1958. 
During that year, the average increase representing the gains of a 
single year, was 7.6 cents per hour—only slightly more than half of the 
previous year’s increase—and 12.4 percent, less than half of the pre- 
vious year’s percentage increase. 

Second, since 1955 the size of increases has been directly correlated 
with the level of wages. The biggest increases occurred in those in- 
dustries in which the minimums were at the highest levels. Those in- 
dustries which were at the lowest levels clearly were found by the 
industry committees to be those where substantial increases were not 
possible. The industries which were able to make the smallest in- 
creases, on the other hand, were precisely those which were able to 
pay only the lowest wages. For example, during the year 1957-58, 
the industries in which the minimum was raised to $1 had an average 
increase of 9.4 cents per hour. Those in which the minimums stood at 
less than 50 cents per hour at the end of the year had an average in- 
crease of only 3.7 cents per hour. The data on this point clearly indi- 
cate that any across-the-board, cent-for-cent increase throughout 
Puerto Rico would put the lower wage industries out of business and 
would have the effect not of improving the condition of the workers 
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in these industries but of depriving them of their livelihood. Puerto 
Rico seeks the highest possible wages for its workers but it must also 
be mindful of the need for jobs of its people. 

The Puerto Rico Minimum Wage Board has also been highly active. 
During the period from September 1955 through December 31, 1959, 
the Board, operating on a similar industry committee basis, issued 
38 wage orders, setting new wage rates in 34 industries affecting nearly 
190,000 workers. These wage orders have resulted in a total increase 
of $14 million in annual payrolls. 

The many changes in minimum wage rates made under both the 
Federal and Puerto Rican laws have been reflected in increased earn- 
ings of our workers. Average hourly earnings in manufacturing rose 
from 54.9 cents in September 1955 to 85.7 cents in September 1959. 

Let me present in very brief form the conclusions which we have 
reached on the basis of our experience. 

The Commonwealth of Puerto Rico believes that the minimum wage 
law must continue to recognize the following basic points : 

(1) That minimum wages in Puerto Rico are, in actual fact, the same 
or nearly the same as prevailing wages, as contrasted with the U.S. 
mainland, where there is, in general, a wide spread between the mini- 
mum and the prevailing wages. Thus, when increases are made in 
minimum wages in Puerto Rico, in most cases these have a full effect 
on the economic situation of an industry. 

(2) That until the labor movement has grown further in strength 
in Puerto Rico, the prevailing wages in most industries will take the 
form of the legal minimum wage. 

(3) That minimum wages have not been static during the past 5 
years, as has been the case with the statutory minimum in the States. 
Every industry on the island covered by the Fair Labor Standards 
Act has been revised three or four times during the past 5 years, with 
the exception of three industries which have been revised twice, and of 
these three, two had already reached the ceiling of $1. 

That increases in minimum wages in Puerto Rico must continue 
to be flexible, giving full consideration to circumstances in the various 
industries. Any rigid across-the-board increase or any rigid across- 
the-board minimum would surely bring severe hardship and would 
likely bring about a substantial curtailment of employment in many 
industries not able to pay such increases or such a level. The result 
of any across-the-board minimum that would not substantially curtail 
employment would be a rate far below what many industries are able 
to pay. On the other hand, any across-the-board minimum based on 
the ability to pay of the more modern, more productive industries 
would have to be so high that a substantial number of lowerwage in- 
dustries would be put out of business and their workers deprived of 
jobs. 

On the basis of these considerations, we recommend to the Congress 
that the principle of flexibility be retained with respect to minimum 
wages in Puerto Rico. The present system is operating in a highly 
effective manner, and the requirement that each industry be reviewed 
at least once every 2 years guarantees that increases will be made as 
rapidly as possible without serious interference either with planning 
by industry or with collective bargaining by labor. 
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At the same time, taking into consideration the fact that Congress 
is now studying the possibility of increasing the minimum wage on 
the mainland, we wish to any A an additional recommendation con- 
sonant with the continuation of the flexible, industry-committee ap- 
proach to the setting of minimum wages in Puerto Rico. 

In formulating this recommendation, we have considered the com- 
mon objectives of the Congress and the Commonwealth of increasing 
the wages and incomes of our workers and of diminishing unemploy- 
ment through economic development; and the fact that the raising of 
the minimum on the mainland would provide the Congress with an 
appropriate opportunity of clearly expressing its intent, for Puerto 
Rico as well as for the States, of improving the welfare of the workers. 
We have also considered the facts which I have stated previously : 
that the minimum wages have been increasing rapidly in Puerto 
Rico during the past years, that minimum wages tend to be prevail- 
ing wages; that most industries in Puerto Rico are as yet unable to 
pay the same minimum as in the States; and that the lower-wage 
industries are generally those least able to increase their wages. 

Taking all these considerations into account, the Commonwealth 
of Puerto Rico wishes to recommend that minimum wages in Puerto 
Rico be raised by the same number of percentage points as may be 
added, by the amendments now under consideration by the Congress, 
to the minimum wage in the continental United States: 

Provided, however, That— 

(a) those industries—or employer or group of of employers within it, 
employing a substantial proportion of the workers of the industry—which 
feel that such an increase will produce hardship in their operation may 
appeal to the Secretary of Labor of the United States who will, unless the 
application shows no reasonable basis in support of the allegation of hard- 
ship, set up a special industry committee to investigate conditions in that 
industry and which committee will then determine the minimum wage 
which the industry can pay consistent with the criteria set forth in the 
Federal Fair Labor Standards Act ; 

(b) the increase in minimum would not apply to any industry in 
Puerto Rico until after 1 year had elapsed from the effective date of the 
last wage determination by an industry committee; 
criteria in the existing law in determining minimum wages biennially. 

(c) industry committees would continue as at present to apply the criteria 
in the existing law in determining minimum wages biennially; 

(ad) if the amendments now under consideration were to provide for two 
successive increases in the minimum, then the same principles as indi- 
cated in (@) above would be applicable to each successive increase. 

This proposal would in effect continue the flexible system of bi- 
ennially fixing minimum wages but would also serve to place the 
burden of proof on any industry which might claim inability to 
increase its minimum wages by the same percentage which would 
be provided in the amendments enacted this year. We reiterate 
our conviction that flexibility is essential in Puerto Rico and that 
we seek to bring about the highest wages consistent with maximum 
employment of our citizens. Continued economic development of 
Puerto Rico is essential if we are to reduce the very high rate of 
unemployment which still persists and to provide jobs for our 
expanding and increasingly productive labor force. 

We believe that our proposals would effectively maintain and ad- 
yrance the common objectives of the Congress and of the Common- 
wealth of Puerto Rico. 





84 MINIMUM WAGE-HOUR LEGISLATION 


(Appendix tables of above statement follow :) 


TasLe 1.—Puerto Rican labor force, employment, unemployment, and net 
migration, 1950 to 1959 


[Thousands of persons] 





Civilian labor force 





Out- 
Unemployment migration 
(net) 





Employment 


Number Percent of 
total 








SRBYSSERSSEE 




















1 Figures do not add to total due to rounding. 
Source: Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor Statistics. 


TABLE 2.—Employment and unemployment in Puerto Rico, January 1950 to 
October 1959, by quarters 





Employment Unemployment 





Number Percent of Number Percent of 
labor force labor force 





ELSEKESTSASERASARSESSRASASASSRESSRSRSSR KS 
POLK RWI ONOWON DODWAOABSSINNOCOCUHKAOCAOrOWNwOWwW 
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Source: Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor Statistics. 
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TaBLe 3.—Employment, by industry, 1950 and 1959 
{In thousands] 





Industry groups 











Other ?____. 





‘Nonagriculture 





Construction ....- 

Mining 

Manufacturing (except home needlework) - 

Home needlework 

Wholesale and retail trade 

Finance, insurance, and real esta 

Transportation, communication nd public utilities - 
Government services 

Domestic services. - . 

Other services 











1 Figures may not add to total due to rounding. 
4 Includes forestry and fishing, employing less than 2,000 workers in both 1950 and 1959. 
4 Less than 2,000. 


Source: Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor Statistics. 
‘TABLE 4.—Average gross hourly earnings of production workers in manufac- 
turing industries, Puerto Rico, 1946 to September 1959 


Average gross Average gross 
hourly earnings | Year—continued hourly earnings 








1952 
1953 
1954 
1955 
1956 


Source: Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor 
Statistics. 





TaBLeE 5.—Number of industries and employees covered by the Federal Fair 
Labor Standards Act, by minimum wage per hour, Dec. 31, 1959, Puerto Rico 





Industries and divisions Employment in 
as of December 31, 1959 December 1959 ! 


Minimum wage per hour 





Number | Percent of | Number | Percent of 
total total 





100. 0 


~ 
@ 
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- 
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‘ Includes homeworkers. 
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TABLE 6.—Cent increases in minimum wages in industries covered by the Federal 
Fair Labor Standards Act, between September 1955 and December 31, 1959, by 
industries and divisions, Puerto Rico 





| Industries and divisions | Employment in 
as of Dec. 31, 1959 December 1959 ! 
Increase in cents between September 1955 and Peer ee peereer ee 
December 1959 | 
| Number | Percent of | Number | Percent of 
total | total 


Total__ on 100. 0 | t | 


1 to 5__. 
6 to 10 

11 to 15__. 
16 to 20_. 
21 to 25__. 
26 to 30_- 
31 to 35___ 
36 to 40_. 
41 to 45__. 
46 to 50__. 
More th: 


wnt tome BD et 
RM PmOKSNweome 


— Wh Uso sore 











! Includes homeworkers. 
2 Less than 0.05 percent. 


TABLE 7.—Percentage increases in minimum wages in industries covered by the 
Federal Fair Labor Standards Act, between September 1955 and Dec. 31, 1959, 
by industries and divisions, Puerto Rico 





| 
Industries and divisions | Employment in 
as of Dec. 31,1959 | December 1959 ! 
Percentage increase between September 1955 and uw ju i) ST ia 
December 1959 


Number | Percent of | Number | Percent of 
total total 








Se ee = 100.0 | 78, 400 
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1 Includes homeworkers. 
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Mr. Lanprum. Thank you, Mr. Secretary. 

Who are the individuals constituting the industry committee now! 
Can you provide us with that information ? 

Mr. Barvecta. They are provided by representatives of manage- 
ment, labor, and public interest. They are appointed by the U.S, 
Secretary of Labor. 

Mr. Lanprum. How many make up that committee? How many 
are selected? What isthe number? 

Mr. Barpecta. Sometimes it depends on the industry. They are 
. paar three for labor and three for management, and three for 
the public interest, and then they are substituted for others accord- 
ing to the area of the industry they are to study. 

Mr. Lanprum. Now, from what you have told us, it occurs to me 
that you feel apprehensive that if a legislative increase is made on 
the mainland of 25 percent, that you will find the industry commit- 
tee actively interested in bringing about a similar percentage increase 
in the wages in the Commonwealth, is that right ? 

Mr. Barpecta. That is not really my approach. I think if there 
is going to be an increase in the minimum wage by action of Congress, 
and there have been some proposals in the legislature to increase cent 
by cent the same increases in the minimum of Puerto Rico, instead 
of doing that and because Congress is now changing the minimum in 
the States, we do not want to widen the gap that is between the mini- 
mum in Puerto Rico and in the United States. We feel it would be 
better for the whole Puerto Rican situation in industry that the mini- 
mum be increased on a percentage basis, but subjected to the guards 
necessary to protect those industries and the employment of those 
industries in the cases in which industry will be unable to assimilate 
the increased percentage. This is our proposal. 

It is not that the committees as such appointed by the Secretary 
of Labor will make those same increases on a percentage basis; they 
may or they may not. It depends on the industry. They may in- 
crease more. 

Mr. Lanprum. I would just like to interrupt you and move in to 

something else, a little different from what you have been talking 
about. dered has provided me with the figures showing that in 
June of 1952, in the tobacco industry in Puerto Rico, the minimum 
wage was 31 cents. In November of 1955 that was increased 4 cents 
per hour to 35 cents. That increase of 4 cents per hour in the mini- 
mum caused about 4,000 Puerto Ricans to lose employment. Is that 
correct, and is that a correct statement? 
_ Mr. Barpecta. I will say that there have been some mechanizations 
in the industry, and they are now cutting the tobacco by machine in- 
stead of stemming it. I will say that more than 4,000 workers have 
been displaced because of this process. Now, we are studying this 
problem in Puerto Rico, and we are trying to see what type of com- 
pensation we are going to give these workers, because most of them 
are women that work in small towns and we cannot provide another 
ene for these women. We cannot retrain them for other 
jobs. 

We have had that situation in the tobacco industry. 
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Mr. Lanprum. Mr. Roosevelt will preside for some time. I have 
to leave the committee and go to a hearing in the Agriculture Com- 
mittee and I will return as soon as I can. 

Thank you. 

Mr. Roosevetr (presiding). Mr. Secretary, I am very happy to see 
you again, and to tw you here. I believe Mr. Dent would ask me 
to yield at that point. He has a question with relation to the ques- 
tion asked by Mr. Landrum. 

Mr. Dent. In the question asked by Mr. Landrum, and in your 
answer, if I understood it correctly, you suggested that the unem- 
ployment in the tobacco industry was not caused by the increase of 4 
cents from 31 to 34 cents or 35 cents, but that it was caused by the 
a in the tobacco industry. Am I right in that assump- 
tion 

Mr. Barpecta. Yes; and the only thing is that the tobacco industry 
has been revised on several occasions by the committees and they have 
been unable to increase, and it was revised last year by our own mini- 
mum wage board and the only increase they could make in the industry 
was just 1 cent. 

Of course, the tobacco businessmen have been trying to find a way 
out and they are now using this process. I don’t know if this process 
will be successful and the public will accept this type of cigar they 
aremaking. But I think that the whole situation of the tobacco indus- 
try isa bad situation. 

Mr. Dent. Mr. Secretary, if you have 10,000 workers at 31 cents 
an hour, in a particular given industry, which we are talking about, 
and I am taking hypothetical figures in this case, and you put ma- 
chinery in there that reduces that work force from 10,000 to 6,000 
workers, and the 10,000 workers had a total payroll of a quarter of a 
million dollars per year. 

Did you then or does your committee consider giving the remaining 
workers a substantial part of the decrease in payroll dollars in order 
that the economic buying power of those that remain can still maintain 
the economy of the island ‘ 

In other words, where you put mechanization in, we understand 
we cannot stop mechanization, but machines do not buy the items that 
the workers buy which in turn keep up the other basic economics of 
your country. 

Now, if you put in machinery, there is no reason in the world why 
that cannot be done. In your statement on sugareane, you brought out 
the very fact that, No. 1, your drop in agriculture workers wae due to 
mechanization. The reason I am bringing this point up is that I 
recently was on a survey of Costa Rica, oad in the largest plantation 
inthe Republic there is no mechanization, and in fact, in none of them. 
I said to the owner of the largest plantation, how many employees do 
you have on this particular farm? He said 1,500. I said for 3,000 
acres’ Why, you could move into sugarcane cutting machinery and 
you could easily put mechanization on your farm and reduce the num- 
ber and put you in a better competitive position. And he said that is 
why we don’t have unemployment. If we put in mechanization, we 
have these people to feed. 
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Does your committee consider when you mechanize, the increase 
of a payment to those who remain on the job to maintain your buying 
economy in the island. 

Mr. Barpecta. Thisisour approach to that problem. It is a difficult 
one. We realize that mechanization or technological improvement 
will increase productivity, and in the long run will help the economy 
because it will i 
for the people. 

In the short run, of course, mechanization and technological ad- 
vances will hurt, and will create unemployment. But that is why we 
are creating new jobs and new plants and new factories, to absorb 
the displaced workers, or at least to give employment to the sons and 
daughters of the displaced workers. But we don’t want to stop 
mechanization. Of course, in Puerto Rico, and I think we are pioneer- 
ing Zz this, there has been displaced a large number of workers in the 

ocks. 

When we switched from the shipping of sugar in bags to sugar in 
bulk, over 4,000 workers were displaced. But the government is spon- 
soring a program to give additional compensation to these workers, 
and not the unemployment compensation insurance, but additional 
compensation that will help these people until they will be able to 
get another job. Or until they will in some way approach the age of 
retirement. 

This is what we are studying now, and trying to do. Maybe we 
will do it in connection with the tobacco industry. 

But the answer to the displacement of workers because of mechani- 
zation is the expansion of the economy to create new jobs. We don't 
believe in stopping mechanization, and we don’t believe in delaying 
progress. al 

Of course, you asked me if a committee may take these things into 
consideration. The committee will take into consideration the in- 
creasing purchasing power of those that will stay, the highest wages 
that will be paid to the mechanized people, but the rest of the people 
have a possibility of solving this problem together with labor and 
management. 

The three in Puerto Rico are getting together to study this problem 
and try tosolve it. We have mechanization in the sugarcane industry 
and the numbers of jobs has been going down. But it is my opinion 
that if the sugar industry is not mechanized, eventually we will be 
unable to compete with the other domestic areas, and not with the 
foreign industries, or foreign countries, but within the domestic areas. 
You know the case of Hawaii, that is highly mechanized. I visited 
Hawaii, and there are factories in the field in Hawaii. 

I hope I have explained to the Congressman our approach to this 
problem. 

Mr. Dent. Well, it is a very fine explanation, but the basic problem 
is still with you in an increased population growth that you have 
down there, and an increased unemployment due to mechanization, and 
there isn’t a comparable increase in the buying power of those who 
remain on the jobs. If that happens, you find yourself in a position 
of an eternal merry-go-round which cannot be solved by new indus- 
tries, because one of these days you are only going to have the indus- 
tries you can sustain because we are coming to the position ourselves 


help the economy in expanding and creating new jobs 
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where we can’t lose too many more industries to Puerto Rico or any- 
body else. 

Mr. Barpecta. On that point, Mr. Congressman, and without the 
slightest purpose of controversy, say that all we in Puerto Rico aspire 
to is to get our share of the money available for investment outside of 
the United States, for the expansion of industry. We don’t encourage 
runaway industries from the States to Puerto Rico. It is the policy 
of the government of Puerto Rico not to give tax exemption to any 
industry that will run away from the States. 

Mr. Roosevetr. I think that is true, and I think that you have lived 
up that during all of the time that I have studied the problem 
with you. 

Mr. Ayres. Mr. Secretary, I have enjoyed your very thorough and 
exacting presentation. If this weather keeps up, I think that we 
should come down and have a personal investigation of the problem. 

Mr. Barpecta. You will be welcome always, Mr. Congressman. 

Mr. Hiesranp. Mr. Secretary, in studying over the appendix to 
your statement, as I expected I failed to find any heavy industry men- 
tioned. You have one category of metal shekinery, transportation 
equipment, and allied products and another one of the ceramics in- 
dustry. Apparently you have no other heavy industry there. 

Mr. Barvecra. We are trying now to get heavy industries. 

Mr. Htestanp. Do you have any foundries? 

Mr. Barpecta. We have one or two small ones. But you know that 
Puerto Rico does not have natural resources proper for the establish- 
ment of heavy industries. So we have to have light and semiheavy in- 
dustries and that is what we are doing. 

Mr. Hriestanp. I have had some inquiries in the district I represent, 
and I just wondered, if there had been anything like cast iron pipe or 
things like that manufactured there. 

Mr. Barpecta. None that I know of. I am not familiar with any. 

Mr. Hrestanp. I am most appreciative of your statement, and I am 
appreciative of your attitude of building the minimum to as high as 
you possibly can without incurring unemployment. Unemployment 
is of course your dominating problem mre | building it up as close as 
possible is your problem. It still provides pretty heavy competition 
for many industries in the States, and we get quite a little, shall we say, 
heat, from the districts we represent on that score. I do appreciate 
your statement and thank you very much, Mr. Secretary and Mr. 
Commissioner. 

Mr. Roosevet. Mr. Secretary, I notice in the Commissioner’s state- 
ment—and I am sorry he was not here when you made it—that you 
are going to provide the committee with your thoughts as to the ex- 
tension of coverage. At the present time, do any of your Puerto Rican 
rage boards cover any of industries not covered under the Federal 
aw ¢ 

Mr. Barpecra. All industries that are not in the interstate commerce, 
the same as those in interstate. 

Mr. Rooseveur. Does the committee have available to it the present 
minimum wage findings or scales of those industries which it is pro- 
posed shall be covered under the bill before the committee ? 

Mr. Barpecta. We will provide the information. I don’t have it 
with me now but I will send it to the committee. These will be on 
hotels and restaurants, and retail stores, and laundries. 
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Mr. Hiestanp. DoI gather correctly that those are exempt ! 

Mr. Roosevett. They are exempt under the Federal law but they 
are covered under the Puerto Rican act. 

Mr. Barpecta. We cover them under our act. 

Mr. Dent. It would provide a basis of finding out what their level 
is now. 

Mr. Roosevevr. I would like the record to show that I received this 
morning a release from the Joint Minimum Wage Committee of the 
AFL-CIO, completely endorsing the formula which you have out- 
lined to the committee this morning. It is a very fine thing that we 
have that unanimity of opinion, and we haven't always had it and we 
are very happy to have it at this time. 

Mr. Denrt. I would like to ask about what you mean on page 14, 
when you say— 

Taking all of these considerations into account, the Commonwealth of Puerto 
Rico wishes to recommend that minimum wages in Puerto Rico be raised by the 
same number of percentage points as may be added by the amendments now under 
conaifecation by the Congress to the minimum wage in the continental United 

Then you give some considerations for your local situation. Does 
that mean where we raise the laundry workers from an 80-cent base to 
$1.25 base, which would be about 58 to 60 percent, that on that same 
percentage point no matter what your base is, that is what you would 
like us to consider in setting up the Puerto Rican plan. 

Mr. Barpecta. If you have the example of a laundry worker, the 
Resident Commissioner says that we are going to present. our position 
on the extension of coverage. I don’t mean a laundry worker, but I 
mean some other shop, if there is any increase that would be different. 

Mr. Roosevett. This agreement only covers those presently covered. 

Mr. Barpecia. That is right. 

Mr. Roosevett. And you want to give to the committee perhaps a 
different thought as to those that might be covered should coverage 
be extended ? 

Mr. Barpecia. Yes, sir. 

Mr, Denrt. Let me still understand it. For instance, let us take 
what is covered, you now have in one of your covered industries, $1 
minimum, which practically, as you have already stated, is almost 
your prevailing wage. The minimum has become practically the 
maximum in your field and you can easily understand that. But you 
have $1 there, and that particular coverage in Pennsylvania is now $1. 
You have reached that stage. Suppose we increase it to $1.25, and 
then you would consider that you would be obligated to increase 26 
percent as your aim under this proposal. If a person is getting 80 
cents in your country, and we are giving $1, and we go to $1.25, 
that is a 25 percent increase. Then you would like to base your 26 

percent increase on the 80 cents, is that right ? 

Mr. Barpecia. No, on the dollar. 

Mr. Dent. Not if you are not paying it. 

Mr. Barpecta. On 80 cents. 

Mr. Denv. That is all I wanted to understand. In other words, 
it is a percentage increase on the rate you are now paying. 

Mr. Barpecta. Yes, sir. 
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Mr. Hiesranp. Mr. Secretary, in several places here possibly you 
misused a word or perhaps I misunderstood it. In several places you 
have referred to the “ceiling” of $1. 

For instance, on page 13 you have used that. Do I gather that we 
have a ceiling of $1, or did you mean to say that that arrived at the 
U.S. minimum wage? 

Mr. Barpecia. That is the U.S. minimum wage. 

Mr. Hrestanp. You didn’t mean it as an upper limit ? 

Mr. Barpecta. No. What I mean is that the industrial committees 
cannot increase over $1. As it is now the law, the committees in 
Puerto Rico, for example, on industries paying 80 cents an hour, they 
can increase that to 95 cents or $1, but not $1.15. 

Mr. Hrestanp. In other words, no one can be paid over $1 an hour. 

Mr. Barpecta. No,the minimum. That is the statutory minimum. 
It can not be above $1. 

Mr. Hiestanp. That is, that the minimum shall not be above it? 

Mr. Barvectia. That is right. 

Mr. Hrestanpb. But people can earn more than that. 

Mr. Barpecta. Oh, yes, they earn more than that. 

Mr. Hrestanp. I just wanted to make sure that was clear for the 
record. 

Mr. Rooseveit. Mr. Secretary and Mr. Commissioner, we are very 
happy to have you with us and we appreciate your testimony very 
much. 

Mr. Dent. I want to thank you very much. It has been very fine. 

Mr. Roosrvetr. The committee will next hear from Mr. Sabine 
Valdes, president of the Manufacturers Association of Puerto Rico. 


STATEMENT OF SABINO VALDES, PRESIDENT, MANUFACTURERS’ 
ASSOCIATION OF PUERTO RICO 


Mr. Vaupes. Thank you, Mr. Chairman. 

Mr. Roosrvett. We are happy to have you with us. I note that 
your testimony or your prepared testimony here is rather lengthy. 
Because of the imposition of time, would it be possible to sum- 
marize it ¢ 

Mr. Vaxpes. I will be glad to. I will be glad to hear that possibly 
the committee might go to visit us in Puerto Rico. I certainly would 
be glad to see you down there, but by looking at the Capitol it seems 
that this is not quite the time, because it looks as if you are about to 
paint the town red. Is that right? 

Mr. Roosevett. That is a temporary situation, we hope. 

Mr. Vaupes. Mr. Chairman, I would like to thank you and the com- 
mittee for your kindness in giving us this time to express our opinions 
on this. We appreciate it very much indeed. I will be just as brief 
as I possibly can be. 

My name is Sabino Valdes. I am president of the Manufacturers’ 
Association of Puerto Rico. Not long ago we had two separate as- 
socilations of manufacturers. One of them was comp of com- 
panies whose origins or parent companies were here in the mainland 
of the United States. Members of the other association were local 
manufacturing companies owned by Puerto Ricans. Three years ago 
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these two organizations merged and if you find me switching back 
and forth between English and Spanish—I hope you will excuse me, 
because that is what we all find ourselves doing—at the meetings of 
our new association. To us, minimum wages and salaries minimos 
mean the same thing. 

Aside from this Ringiin difficulty of mine, I think it will help if 
I mention my own main business interests. One is a brewery and 
the other is a feed mill. Our customers are the Puerto Rican con- 
sumer and the Puerto Rican farmer. Like many other companies 
which are members of the Manufacturers’ Association, we have to 
keep in mind, not only our own manufacturing problems, but the 
problems and interests of all other Puerto Ricans. I should also say 
that our company is beginning right now to introduce Puerto Rican 
beer in the New York market. So we are sharing with other mem- 
bers of the Manufacturers’ Association the risks of competing with 
the most experienced and the most efficient manufacturing industries 
in the world, which are right here in the United States. 

In this competition with mainland companies, many of us have lost 
out on account of ocean freight alone. For example, the shipping 
conference has just quoted us a rate on a case of beer which is over 
20 percent of its total cost of production. Our competitors in New 
York are protected by the higher transportation costs which we have 
to pay. 

~~ instance, the freight on empty bottles from here to Puerto Rico 
are between 20 and 25 percent of their cost. Then the raw materials 
we bring down tons and tons of them, and all of that of course is 
very expensive. Also most Puerto Rican manufacturers import their 
raw materials from the States, which means an additional transpor- 
tation disadvantage. 

There are other costs which are higher in Puerto Rico. Because 
of transportation uncertainties arising from the possibilities of water- 
front tieups and bad weather we usually have to keep larger in- 
ventories of both raw materials and finished products. To finance 
these larger inventories we have to borrow more and also we have to 
pay higher interest rates at the bank. Our machinery costs more 
and we have more problems with installation, spare parts, and main- 
tenance. 

In some equipment, it is practically basic to charge 10 percent extra 
for boxing, just for boxing alone. Electric power is more expensive 
than in most States, rent of factory building is higher. A new fac- 
tory starting up has additional problems. Sometimes it can’t get a 
telephone for months. That is serious, although it does not sound 
so serious. It can’t count on hiring skilled workers but must train 
most or all of its labor force. If it is using supervisors and techni- 
cians from the States, they must usually be paid at premium rates and 
they themselves face problems of a new language and a new environ- 
ment. 

This also involves a high cost of transportation, air transportation 
of these specialists that go down there. 

With higher transportation costs, and all of these other disadvan- 
tages, how has it been possible for Puerto Rican manufacturers to 
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compete? In the first place, most of the new concerns have been 
helped by our economic development administration, development 
company, and development bank. These government agencies pay 
part of the extra training costs, provide factory buildings for rent 
where private buildings are not available; and they make long-term 
loans when other financing is unobtainable. I think it is fair to say, 
however, that this government assistance, important as it is, only 
serves to reduce the disadvantages which a new manufacturer faces 
in Puerto Rico. In most cases he still has higher training costs and 
still has to pay higher rent and interest than he would in starting a 
factory in most other parts of the country. 

Puerto Rico's strongest attraction for new factories is tax exemp- 
tion. As you gentlemen know, Federal taxes do not apply in Puerto 
Rico and the Ssmanes’eealth government exempts most new factory 
enterprises from most of its own taxes for a 10-year period. What 
this means is that the successful manufacturer keeps all of the earn- 
ings from his first 10 years of operation, instead of paying a part to 
the government. It is this offer of tax exemption which has at- 
tracted most of the new manufacturing enterprises which have been 
established in Puerto Rico in recent years. 

Tax exemption has been the strongest attraction for new industry 
but—and this is an important warning to look before leaping—tax 
exemption means nothing unless a company can compete successfully 
without it. Unless a company can earn money before taxes, exemp- 
tion from the corporate income tax is meaningless. As we have al- 
ready noted, Puerto Rican manufacturers have transportation and 
many other cost disadvantages as compared with manufacturers in 
the States with whom they must compete. In order to be able to com- 
pete at all they must have some advantage before taxes, which offsets, 
either wholly or in part, these numerous disadvantages. 

For most Puerto Rican manufacturers, lower labor costs is the only 
offsetting advantage they have. Without it, they will fall. Without 
it there will be no profits, tax exempt or otherwise. In the minimum 
wage legislation, which is now before you, lies the power of life or 
death over most of the new industry of Puerto Rico. The Fair Labor 
Standards Act and the way it is administered in Puerto Rico is what 
, aa manufacturing wage rates and largely determines our labor 
costs, 

Our lower level of wages is the only basic advantage we have as a 
location for export industries. Please note that I said “lower” wages, 
not “low” wages. Our factory workers averaged 91 cents an hour in 
January. This is far below the U.S. average, but it is not much below 
the $1.17 paid in the southern clothing industry, for example, which 
is the point where our industry is most competitive with mainland 
industry. 

When we look at the foreign countries with which we both are 
competing it immediately becomes clear that Puerto Rico is, by world 
standards, a high wage area. Our present manufacturing ave of 
91 cents compares with about 70 cents in England, 60 cents in W est 
Germany, 35 cents in Italy, 15 cents in Japan, and with about 10 cents 
in Hong Kong. U.S. manufacturers, whether in Puerto Rico or the 
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States, are feeling the effects of 15 cents on your wages in the efficient 
and highly mechanized plastics and electronics industries of Japan. 
Our garment industries are being severely squeezed by the 10-cent 
wages in Hong Kong. You have only to look at the high qualit 
cameras, transistor radios, and ladies’ blouses these countries are sell- 
ing in our stores at prices none of us can match to realize the extent 
of the competition all U.S. manufacturers are facing from the truly 
low-wage areas of the world. 

Moreover, it has been for the manufacturer in Puerto Rico that 
wages have been pushed up the fastest during these recent years of 
intensified international competition. During the past 5 years factory 
wages in the United States have risen 22 percent. In Puerto Rico 
they have been increased by 72 percent. ages of factory workers 
have been rising three times more rapidly in Feneto Rico than in the 
States. In the meantime, in the countries of Europe and the Far East, 
which are our most severe competitors, wages have in most instances 
risen very little or not at all. The Puerto Rican manufacturer has 
been caught between his powerful and highly efficient competitor in 
the north and the rising tide of new competition that has come es 
cially from the very low-wage countries of the Far East. Today his 
ability to compete is substantially less than it was 5 years ago. 

Let me illustrate what I mean by this reduction in ability to com- 
pete. In 1956 manufacturers in the garment industry in Puerto Rico 
paid me averaging 57 cents an hour. Three years later they were 
vaying 74 cents, an increase of 17 cents. Manufacturers in South 

arolina paid $1.11 in 1956 and $1.13 in 1959, an increase of only 2 
cents. Meantime, manufacturers in Japan, the se ge and Hong 
Kong continued to pay wages in the neighborhood of 10 or 15 cents. 

This loss of competitive position has resulted in a serious decelera- 
tion in Puerto Rico’s industrial growth. With your permission, I 
should like to introduce into the record a study entitled “The Effect 
of Minimum Wage Laws on the Economic Growth of Puerto Rico.” 
This paper was pre last fall for the Center for International 
Affairs of Harvard University. It represents an attempt to measure 
the extent to which the acceleration of minimum wage increases after 
1955 reduced the growth rate of the economy and, in particular, re- 
duced the employment gains that could otherwise have been expected. 
While its authors state that precise results are impossible in such a 
study, they expressed their conclusion in the following words: “It 
would thus appear that the cost of acceleration of wage increases after 
1955 was of the order of 35,000-55,000 jobs in Fomento plants.” 

Mr. Roosevelt. It will be received for the record. Thank you very 
much. 

(The document referred to follows :) 
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THE EFFECT OF MINIMUM WAGE LAWS ON THE ECONOMIC 
GROWTH OF PUERTO RICO 
By H. C. BARTON, Jr. and ROBERT A, SOLO 


An active minimum wage program seems particularly appropriate in Puerto 
Rico where the Commonwealth Goverament is intent not merely to increase 
aggregate output but specifically to eliminate poverty. Progressively higher 
minima are prerequisite to the Government's objective of raising “the incomes 


of practically all families up to at least a minimm of $2,000 a year." 


Coverage of Minimum Wege Legislation 





The significance of minimum wage legislation in Puerto Rico is seriously 
limited inasmuch as it cennot reach the unemployed, the self-employed, and the 
unpaid family worker. In Puerto Rico unemployment is chronic and high. 
Officially it has smounted to about 15% of the labor force for the past 20 years 
and was even higher in the 1930's. ‘The official statistic is, however, an 
understatement since it does not take into account the very lerge mumber of 
Puerto Ricans, especially rural women, who are not "actively seeking work" 
because they know there is none to be found. Similarly, the many people among 
the employed who are emmerated as "self-employed" end as "unpaid family 
workers" is in considerable part a reflection of iat hidden by very 
low-paid, part-time work. Nevertheless, in most Puerto Rican families someone 
is working in a job covered by minimm wege legislation. 

Two separate minimm wage acts are in fact operative in Puerto Rico, the 
Commonwealth's "Minimum Wage Act of Puerto Rico" (MWA), end the Federal 
Government's "Fair Labor Standards Act of 1936" (FLSA). 

Among employed workers, coverage of the Minimum Wage Act of Puerto Rico is 
very extensive. Only government employees (a high income group) and domestic 


servants (for administrative reasons) are excluded. The scope of the Fair 
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Labor Standards Act of 1936 is much narrower. As against e coverage of sbout 
40% of all U. S. workers, the Federal Act reaches less than 15% of workers 
employed in Puerto Rico. Coverage, however, is high in manufacturing, trans- 
portation, communications, and wholesale trade—industries in which many or 
most establishments are directly engaged in interstate commerce and where 
interregional competition is evident. This reflects the limitation of Federal 
jurisdiction to establishments engaged in interstate commerce. 

The coverage of the two minimm wage laws applicable in Puerto Rico is 
epproximately as follows: 


1958- e_(000 

Labor force 637 
Unemployed 90 
Employed 246 
Self-emplcyed and unpaid family workers 145 
Employees 4OL 
Exempt * 86 
Covered 315 
Commonwealth Law (MwA) ° “ieee 

Federel Law (FLSA) 4 87 


Except as follows, data are from P. R. Bureau of Labor Statistics. 


a. Government employees (65,000) and domestic servants (21,000). 

b. Coverage overestimated to the extent (unknown outside of about 
10% in manufacturing) of the inclusion of administrators, 
executives and professionals not covered by the minimm wage 
laws. 

c. Coverage of different individuals understated by about 70,000 
because of seasonal nature of agricultural employment. 

a. From U. S. Department of Labor, "Wege Order Program for Puerto 
Rico, the Virgin Islands and American Samoa." Jan. 1959, 
Table G, pp. 34-35 


Economic Effect of the Minimm Wage Act of Puerto Rico 








The difference between the Federal and the Commonwealth Act is not one of 
coverage only. There is also a profound difference in administrative intent. 
To eliminate “an unfair method of competition" in the balancing of interregional 
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trade advantages has always been an expressed purpose of the Federal Act, and 
recently it has become the dominant consideration in its application to Puerto 
Rico. While the Commonwealth Law contains a similer provision, its main | 
emphasis, as administered by the Minimum Wage Board, has been to reduce ineq- 
uities in the distribution of income. 

Although MWA coverage blankets that of FLSA, the Commonwealth Minimum Wage 
Board seldom sets minimums for industries within the Federal jurisdiction. In 
its own right, however, the Commonwealth Board has been very active, especially 
since 1957. During 1957-58, for example, its orders increased the annual wage 
level of 61,000 workers by about $11 millioa. The 19 industries affected 
employed a total of 107,000, over a third of all covered workers in Puerto Rico, 
and their average payroll for the year was increesed about 9%. Wage orders 
of the Commonwealth Board establish not only industry minimums but, to a 
lesser extent, occupational minimms. Wage orders now outstanding range from 
26¢ to $1.50 an hour. 

The impact of the wage orders of the Commonwealth Wage Board on net 
income and industrial growth in Puerto Rico is minimized by a deliberated 
policy, which is largely realized in practice, of avoiding substantial job loss 
in existing establishments. Weges are increased in accordance with the Board's 
appraisal of the ability of marginel establishments in the industry to pay and, 
as a result, orders of the Commonwealth Board do not directly cause an 
appreciable number of business failures. 

Further, this impact is minimized inasmuch es the wage orders apply 
principally to business that is domestic to Puerto Rico with respect to sales, 
end usually also with respect to ownership. ‘The important exceptions are the 
agricultural phases of the suger and tobacco industries. Local industry in 
Puerto Rico is, to an unusual degree, isolated by distence and insulated by 
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transportation costs and tariffs from the external economy. Even with sugar 
and tobacco, the effects of minimum wage changes are primarily internal since 
shipments to the United States are fixed or limited as a part of price support 
progrems. Thus, the MWA can manipnulete the distribution of income for the 
industries within its orbit to some considerable degree without inducing an 
outmigration of investment, and prices can rise as a reflex to higher wage costs 
without jeopardizing Puerto Rican enterprise in competitive interregional 
relationships. Indeed, there hes been no clearly detrimental effect on output 
attributable to Commonwealth minimm wage policy. Business profits have been 
adversely affected in export agriculture, mainly sugar, and in a very few 
manufacturing industries like food and furniture where local output is to some 
degree competitive with imports. 

Generally the increase in wages has been sufficiently offset by rising 
productivity and by higher prices, so as to maintain a stable relationship 
between lebor and business income. This rise in productivity has itself no 
doubt been stimulated by the upward pressure of wages. Rising productivity is 
no unmixed blessing in an economy where at least a third of the available man- 
power is not being put to use. Under that circumstance the problems of man- 
power displacement are bound to be difficult and dangerous. Nevertheless the 
drive toward higher productivity is absolutely prerequisite to the realization 
of Puerto Rico's long run goals, and indeed provides the base for the expansion 
of domestic output for local consumption. Thus the success of several positive 
progrems for localized industrial development, the increase of milk production 
end the introduction of modern methods of food distribution, for example, is in 
pert attributeble to a rising wage level which has made the traditional, more 
labor intensive methods less profitable. Similarly, manufacturing for the 


local market has done better than hold its own in’ recent years. Ite production 
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(net income) has about doubled in the past nine years while imports of consumer 


goods have increased 50%. In spite of a steep decline in aggregate ferm 
employment total agricultural production has held stable. 

Insofar as higher minimum wages were absorbed by higher prices, MWA has 
shifted income from local consumers to wage earners in the covered industries. 
This perhaps has been the primary effect of MWA. Such a transfer of income may 
provide a considerable stimulus to development, even to the extent that the 
people involved are identical. it dilutes the values of possession and in- 
creases the rewards of productive effort, and thereby tends to modify tradition- 
ally conservative business practices and social velues. 

There are aspects of Commonwealth minimm wage policy which are certainly 
subject to controversy. One mey consider, for example, whether or not a 
greater emphasis on collective bargaining might not have been a preferred 
alternative. Nevertheless in respect to economic growth, with which this paper 
is mainly concerned, the Commonwealth Act has had little if any directly 
restrictive effect and indirectly, it has made a positive contribution. The 
real value of local production has been rising quite rapidly. Prices of these 
locally produced and consumed goods and services have risen but so has their 
total volume and the real income of wage earners. The effect on the distribu- 
tion of income is in the right direction, even though it does not reach down to 
some of the lowest earners among the self-employed. This same distributive 
effect provides stronger motivation for productive work and tends to make’ jobs 
in industries with rising productivity and profits relatively more attractive. 
Moreover, a rather strong and fairly even pressure to improve technical 
efficiency is maintained on all covered industry. This helps locally-owned 
industry to conserve its present internal markets and enhances its possibilities 


for external expansion. 
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Certainly MWA has helped raise incomes among lower paid workers and, by 
giving them a sense of participating in the economic growth of the Commonwealth, 
it has undoubtedly brought political support to the development programs and 
for the Popular Party administration which undertook them. In turn, two decades 
of contimuity in government policy and edministretion has been a major factor 
in the success of the economic development programs. 


Application of the Fair Labor Standards Act to Puerto Rico 








The Fair Labor Standards Act was debated and passed in 1938 without any 
epparent thought being given to its applicability to Puerto Rico and the Virgin 
Islands. Originally, ite main purpose was humanitarian—"to correct and as 
rapidly as practicable to eliminate...conditions detrimental to the maintenance 
of the minimm standard of living necessary for health, efficiency and general 
well-being of workers." Its passage followed the demise of NRA which the 
Supreme Court had declared unconstitutional. Since FLSA was intended to be a 
partial replacement for NRA, the emphasis given in the Congressional findings 
to "burdens," “unfair method of competition,” "obstructing," and "interferes"— 
ell with respect to commerce—was probably intended mainly to base the Act as 
firmly as possible in the power of Congress to "regulate commerce among the 
several States and with foreign nations." 

Passage of the bill in the Senate was not easy, even though it was very 
ably sponsored by Hugo Black of Alebema. Clearly its main impact would be on 
low-wage manufacturing industries in the South. ‘The stress in the Congressional 


policy statement on correcting and elimineting the detrimental conditions 
"without substantially curtailing employment ‘or earning power" was out of 
concern for the South, not for Puerto Rico end the Virgin Islands. 
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When the bill was passed average earnings in U. S. manvfacturing were 63¢ 
en hour and only about 300,000 workers out of a total labor force of 54,000,000 
received pay increases as a result of the establishment of the criginal 25¢ 
minim wage. By 1956 the’ minimm reached $1.00 while everage factory earnings 
were just under $2.00. Thus, over a period of nearly two decades, the U. S. 
minimum wage was increased from about 40% of the average factory wage to about 
50%. Even in the South, average hourly earnings in the lowest wage industries 
(sawmills, clothing, etc.) have, in nearly all known instances, been above the 
new statutory figure before each successive increase from 25¢ to 30¢, to og, 
to 75¢, and to $1.00. 

In Puerto Rico, the consequences of the initial application of FLSA were 
very great and, in some respects, catastrophic. Average factory earnings were 
perhaps one-fifth the U. S. average and about one-half the newly established 
Federal minimm. Whereas in the United States the new law reached the periph- 
eral, marginal worker, in Puerto Rico, the total wage structure was revolution- 
ized. Home needlework, which from the point of view of employment was by far 
the largest NS pne Oe: industry in Puerto Rico, with average earnings of 
between 3¢ and 4¢ an hour, was the most seriously affected of all. For such 
an industry, a 25¢ hourly wage was fatel. 

Instead of a single fixed Federal minimum, Puerto Rico now has some 95 
separate Federal minimums applying to the various sectors of covered industry 
and pushing each of them as close as possible to the $1.00 figure which 
prevails in the States. The weighted average of the separate minimums appli- 
cable in June 1959 was 79¢ an hour while average factory earnings were 90¢. 

So even today the Federal minimms, together with customary differentials, 
virtually determine average factory earnings in Puerto Rico, in marked contrast 
to the situation in the United States where a much wider range of wage differ- 
entials are determined principally through collective bargaining. 
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But in 1938, the Congress was probably completely unaware that it was 
imposing on Puerto Rico and the Virgin Islands a minimm wage which was perhaps 
double the average wage in the various industries to which it was expected to 
epply. In effect this was not a lifting of the lowest, but a pushing vastly 
higher of the highest. The relevant impact was not on inequities in the dis- 
tribution of income, but on the survival of industries and of jobs. The United 


States Department of Labor has reported the application of Federal minimm 


wages in Puerto Rico during the 1938-40 period concisely end accurately. (Wage 
Order Progrem for Pucrto Rico, the Virgin Islends and American Samoa, January 
1959.) A few parenthetical notes have been added for the purposes of this 


paper. 


"Soon after the effective date of the Fair Labor Standards Act, 
Octcber 1938, the Wage and Hour Division received petitions from 
delegations representing various industries in Puerto Rico to grant 
exemptions or special consideration for employees on the Island. 
(Today the Commonwealth Government would have been alert to a matter 
of this consequence.) ‘These delegations advised the Administrator 
that the enforcement of the statutory minimum rate in Puerto Rico 
would lead to substantial curtailment of employment. With a large 
and constantly increasing population and few natural resources, 
economic orgenization on the Island had been geared to relatively 
inefficient utilization of labor and low wage rates. 


"Puerto Rico is one of the most heavily populated areas of the 
world. With approximately 645 inhabitants per square mile, its 
density exceeds that of all states except Rhode Island and is com- 
pareble with that of such highly developed areas as England, . 
Belgium and the Netherlands. 


"When Spain ceded Puerto Rico to the United States in December 
1898, the Island had a population of approximately 900,000. With 
the introduction of modern health measures, the death rate in 
Puerto Rico began to decline, but the birth rate remained high. By 
1940 the tion had increased to over 1,800,000. (today about 
2,340,000) About 45 percent of the workers were directly employed 
in agriculture and many more were engaged in related services. 


"The arable land consists of a limited coastal strip of rela- 
tively high fertility and acreage of limited fertility in the 
mounteinous interior. In 1940 this (coastal) land was devoted 
largely to the cultivation of sugar cane. The only other important 
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agricultural commodities were tobacco, coffee, and some tropical 
fruits. Sugary production was limited by quota arrangements and the 
remaining crops encountered severe competition from outside sources. 
As a result, no more persons were employed in agriculture in 1940 
than hed been so employed in 1920. 


"Manufacturing at that time was limited to the processing of 
sugar and some other agricultural products, the production of a 
small number of products chiefly for the home market, and the 
needlework industry. With few exceptions, mainly sugar and rum, the 
local manufacturing industries were small and characterized by 
little mechanization and low labor productivity. The needlework 
industry consisted principally of hand-sewing operations performed 
by women in their homes on material supplied by manufacturers and 
jobbers on the mainland, and supervised locally by a series of con- 
tractors and subcontractors. It suffered from competition from 
China, the Philippines and the Madeira Islands, price-cutting among 
contrectors, and inefficient organization. ‘This and many of the 
other industries on the Island were marginal in the sense that 
their existence depended upon the maintenance of low wage rates. 


"No new industries had been developed to keep pace with the 
growing lebor force which had increased by over 40 percent between 
1920 and 1940. The only expansion of any significance took place 
in sugar milling and home needlework. Outside of these two indus- 
tries, manufacturing employment had not increased in twenty years 
and totel employment in 1 was approximately the same as in 1930. 
Some 18 percent of the lebor force was unemployed and much of the 

oyment was seasonal. (Today unemployment still emounts to 


empl 

about 14% of the labor force and seasonal 

ture remains large.) ‘The pay was quite low. Agricultural wage 
rates were 6 cents an hour in tobacco, 7 cents in coffee and 15 
cents in sugar cane. Factory wage rates ranged from 10 cents an 
hour in shoes to 30 cents in sugar mills. Per capita income in 
1940 was $121 and 40 percent of the Island's families were certi- 
fied as ‘needy’ by the Work Projects Administration. 


"Under the conditions existing in Puerto Rico when the Act 
was passed, it can be readily appreciated that the 25-cent and 
30-cent statutory minimum wages would result in severe dislocation. 
Attempts by the Wage and Hour Division to enforce these rates did, 
in fact, have drastic repercussions. (e.g. needlework exports 
declined from about $20 million in 1937 to $5 million in 1940.) 
Some sections of the needlework industry left the Island at this 
time. Other segments of this industry and other industries shut 
down operations pending a solution to the problem, while most of 
the industries which continued to operate disregarded the require- 
ments of the statute. 


"A survey made by the Divisions at that time showed that 
hourly earnings of factory workers in the needlework and tobacco 
stripping industries averaged about 13 cents, while wages of 
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from 1 to 8 cents an hour with most receiving 2 


delegation sent to Washington by the Puerto Rico 
Chamber of Commerce in May 1939 listed as one of the fundamental 
causes of the ‘precipitous decline in trade and income and tragic 
inorease in unemployment,' the extension to the Island of the pro- 
visions of the Fair Labor Standards Act ‘which hes resulted in sub- 
stantial curtailment of earning power.' 


"In October 1939 the Governor's Committee for the Study of the 
Effects on Puerto Rico of the Fair Labor Standerds Act submitted 
ite report. The Committee concluded that: 


‘The evidence studied shows conclusively that the 
Needlework Industry of Puerto Rico 
wage rate of 25 cents an hour. 
enforced we must conclude tha’ 


time working force of 30,000 persons end 
working force of almost twice that mumber. 


‘Such large-scale unemployment would be a calamity 
and @ decisive blow to the economic structure of Puerto 
Rico. 


"Similarly, the Committee found that since the prevailing hourly 
wage for workers in leaf tobacco plants was 12.5 cents, ‘the stemmers 
would be unable to bear the burden of the minimm wage rate required 
by the Fair Labor Standards Act.' It also reported: 


‘The canneries of the Island would have to discon- 
tinue operations. ' 


Moreover, closing of these industries would afiversely affect agricul- 
tural employment. 


"As a result of these problems, nine bills suggesting amendments 
to the Fair Labor Standards Act with respect to Puerto Rico and the 
Virgin Islands were introduced in the Congress between March 1939 ani 
May 1940. Most of the proposed amendments were similar. ‘They pro- 
vided for the appointment of tripartite industry committees, similar 
to those for the mainland, to recommend minimm wage rates for 
employees in the Islands who were engaged in interstate commerce or 
in the production of goods for interstate commerce. (...) 


"The amendment (S. 2682) was enacted by the Congress in June 
and signed by the President on June 26, 1940. It authorized the 
Administrator to appoint industry committees to recommend minimm 
wages for employees in Puerto Rico and the Virgin Islands engaged 
in interstate commerce or in the production of goods for interstate 
commerce. Such committees were to investigate economic and 
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competitive conditions and recommend the highest minimm wage, not 

in excess of the statutory rate, in the various industries which 

would not result in substantial curtailment of employment. ‘The 

amendment provided further that industry committees might recommend 

rates below the statutory minimm but they were enjoined from 

recommending rates which would givs any industry in the Islands a 

competitive edvantage over eny industry in the continental United 

sates. In the absence of a specific wage order for an industry, 
the statutory minimum would apply. Industry committees were to be 
representative of management, labor ard the public, and to be 

composed of residents of the continent as well as residents of the 

Island." 

Tne 1940 amendments and subsequent administration of the Act by the indus- 
try committees appointed by the U. S. Department of Labor worked with consider- 
able success to repair the damage done by the original legislation. The wer 
brought submarine blockade and other problems to Puerto Rico but it also 
interrupted Far Eastern competition for the home needlework industry and by 
1950 the exports. of that industry were far above the prewar peak. Wages and 
prices were rising rapidly in both Puerto Rico and the United States and it was 
not until January 1950, when the Federal minimm was raised from 40¢ to 75¢, 
that wage legislation was again of any practical importance. 

Indeed, not until after 1954 was FLSA again to have a substantial impact 
on the economy of Puerto Rico. In that fiscal year, minimm wages for the 
needlework industries, which then employed about half of all workers in manmufac- 
turing, were increased by about 40%. Between 1940 and 1954 the primary deter- 
minants of economic growth were other influences. The Commonwealth's own MWA, 


nascent economic development progrems, and the Korean War had far greater effect 


than FLSA on econoniic growth. 


Puerto Rico benefited very little from the World War II economic expansion 
which pushed the U. S. economy up to a markedly higher level of production and 
productivity. But Federal military expenditures during the Korean War period 
had a strong impact to which was added the first significant impulse from its 
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own development programs. As a result it was in the short 1950 to 1954 period 
that Puerto Rico experienced the most rapid economic growth in its history. 

After 1954 FLSA egain became an inhibitor of growth. Probably the greater 
effectiveness of the development program was itself mainly responsible for the 
drastic tightening of FLSA made by the 1955 amendments and especially by the 
temper of the industry committees through which the Act is administered in 
Puerto Rico. Particularly in apparel and especially in the lines under the 
jurisdiction of the International Ladies' Garment Workers Union, Puerto Rico's 
new apperel factories (as distinct from home needlework) were becoming of sub- 
stantial competitive importance. Mainland employers and the union both com- 
plained sbout what they regarded as the unfeir nature of this competition which 
depended mainly on the lower wage rates prevailing in Puerto Rico. Mr. David 
Dubinsky, President of ILGWU, was particulerly outspoken in urging that the 25¢ 
en hour increase being considered for the Federal statutory minimum also be 
applied to each of the various minimms then existing in Puerto Rico. 

Provision for a flat 25¢ an hour increase in the minimums was embodied in 
8. 2168 which was sponsored by Senator Paul Douglas of Illinois and passed by 
the Senate. ‘The bill also provided for an annual review of all outstanding 
wage orders to still further accelerate the rise in Puerto Rican wages, all 
with the object of protecting (in the sense that a tariff protects) U. 5S. 
manufacturers and workers. 


Representatives of the Commonwealth Government vigorously protested the 


Senate action, pointing out that a 25¢ increase in wages would wipe out what 
was left of the home needlework industry and reduce factory employment, by 
about 25%. Beyond its undoubtedly drestic economic effect, such direct ané, in 


effect, punitive legislation by Congress, with an impact wholly different from 
the 25¢ increase proposed for the States, seemed to be an invasion of at least 
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the spirit of self-government implicit in Puerto Rico's recently acquired 
Commonwealth status. Governor Mufloz testified to this ‘effect before the House 
Committee on Education and Labor. It may have been more a matter of his 
stature and reputation than economic counter-arguments which led the Congress 
to reject the flat increase and to retain the flexible committee system which 
had been operating since 1940. 

The provision for ennual review, however, was retained. The U. S. Depart- 
ment of Labor tieen to appoint "continentals" instead of Puerto Ricans as 


chairmen of the special industry committees, mainland unions began organizing 


drives and participated far more actively in the industry committee proceedings, 
and lest the Federal program gain all the political credit for the higher wages, 
the Commotmrea]th Legislature amended MWA to provide a statutory $1.00 minimm 

in anumber of industries, some of them within the federal jurisdiction. 

For two fiscal pa 1957 and 1958, Federal industry committees reviewed 
all covered industry in Puerto Rico, but, mainly because of administrative 
costs, FLSA was amended in 1958 to substitute biennial for enmal industry 
reviews. At this juncture, three related phenomena are to be observed. Wages 
were being pushed up with extraordinary rapidity. The United Stetes was 
experiencing a business recession. And the Puerto Rican growth rate had been 
considerably slowed. 


Point of Impact of the Feir Labor Stenderds Act 





As indicated earlier, only about 15% of the employed workers in Puerto 
Rico are covered by FLSA. It is estimated by the Minimum Wage Board and the 
Economic Development Administration (Fomento) that coverage (1958-1959 average 
employment) was approximately as follows, in thousands of workers: 
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Non-manufacturing 21 
Sugar mills and tobacco otemeries 
Fomento plants ‘37 
Other "interstate" manufacturing 13 
7 
There was a very considerable difference in FLSA policy, and a radically 
different impact of FLSA action with respect to these several "covered" 
categories. For this analysis, it is important to understand these differences, 
With respect to certain of the "covered" categories, wage differentials 
~are not a significant element in inter-regional competition. Thus, the "non- 
manufacturing” establishments within the scope of FLSA (benking, insurance, 
trucking, radio, heavy construction, motion picture, theatres, newspaper, 
wholesaling, warehousing) are engaged in little or no direct competition with 


establishments in the United States. The “other interstate manufacturing" is 


mainly home needlework and handicrafts of kinds that have almost disappeared 


from the United States. With sugar mills and tobacco stcumeries, competition 
is effectively limited by agricultural quotas and acreage limitations rather 
than by wages in the processing industries. In respect to each of these indus- 
tries FLSA industry committees have, in practically every instance, established 
minimum wages considerably (20¢ to 40¢) below prevailing eahete Here the 
effect of FLSA has been much like that of MWA; wages have been raised without 
significantly influencing average profits. A certain pressure towards higher 
productivity as well as higher prices has been generated—all within a generally 
expanding market. Growth of the non-manufacturing industries is dependent 
almost entirely on expansion in the local market and there is no indication 
thet it hes failed to keep pace. 

Two formerly important industries, tobacco stemming and hand needlecraft, 
were originally organized on the basis of a primitive technology and very low 
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wages. With or without a minimm wage law, the existence o> both was threat- 
ened , essentially by the very development of an economy where the standards 

of living and levels of income generally were rising, and where available skills 
and the general economic environment made possible the introduction of more 
complex, more productive techniques. Either those two industries hed to be 
transformed to more productive operations, able to bear the higher wage burden, 
or they must yield in competition to those foreign economies where the marginal 
productivity of employable lebor remained much lower. Both alternatives have 
occurred. 

The processing of ciger filler tobacco provides a clear example of the 
relationship between minimm wages and technology. The minimum wage for hand 
stemming of the leaf wes 27¢ in 1949 and 36¢ in 1959; for machine threshing it 
was also 27¢ in 1949 but haa been pushed up to 86f by 1959. In spite of the 


large and widening differential in favor of the hand process, the industry has 


shifted rapidly to machine threshing, with a consequent decline in average 
erployment. The hand work, simply, has been too costly to compete against 
machine method. FLSA may have hastened the process, but it did not cause the 
conversion to the new machine technology. 

Similarly, minimum wage increases only partly account for the virtual 
extinction of the home needlework industry. Between 1950 and 1954 the minimum 
for most items was constent at 17 1/2¢, yet employment declined from 61,000 to 
29,000 as a result of foreign competition, mostly from the Philippines and 
Jepan where wages of 3¢ to 7¢ an hour were and still are prevalent for home- 
workers. The minimums for verious handsewing operations are now about 25¢ an 
hour in Puerto Rico end at this figure perhaps 10,000 specialized handworkers 
Can continue to be employed for a while. 
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Since wages in both industries were so low, the large decline in the 
number of workers employed in tobacco stemming and hand need!.ework has had a 
small effect on aggregate income. With the rapid growth that has taken place 
elsewhere in the economy one might have watched the diseppearance of these 
handwork trades with little regret, except for the fact that they provided, to 
a very large extent, supplementary income for farm women and for women in 
small towns, where family incomes are relatively low and alternative income 
sources for women are almost non-existent. ‘To the extent that FLSA hastened 
en ultimately unavoidable job loss in these two industries it has compounded 
the economic and sociel problems arising from the rapid loss of farm employment 
for men. Together, they have accelerated urbanization and migration with all 
their attendant dislocations. But the minimum wage increases are not at the 
root of these movements nox have they had any great effect on the long-term 
growth prospects for the economy as a whole. 

At least mention mst be made of the complicating element of migration, 
deliberately not taken into account in this analysis, but which nevertheless 
supports the contention that, with or without minimm wage legislation, an 
extremely low wage industry is not compatible with the present circumstances 
of Puerto Rico. Puerto Rico is not a self contained labor pool. The Puerto 
Rican worker has the opportunity to migrate to the Continent. ‘There have been, 
and there ere, important barriers to this migration: transportation costs, 
lack of knowledge of American job opportunities, and cultural differences. 
These barriers, however, are progressively diminishing. The economics of 
migration have, as yet, hardly been explored, but it is surely clear that 


migration is an alternative, and therefore an offset, to very low wage employ- 


ment in Puerto Rico. 
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The primary significance of FLSA, for economic growth in-Puerto Rico, has 
been its effect on Fomento's export-oriented firms, selling in the national 
market and organized mainly on a basis of externally-derived investment. This 
sector, which has accounted for all of the net increase in commodity shipments 
from Puerto Rico since 1953, is the dynamic element of the whole, spearheading 


1 
economic advance, and opening avenues for many forms of subsidiary development. 


Reising Wages "as Rapidly as is Economically Feasible" 
The Federal Act proposes a minimum wage policy which "...will not give any 








industry in Puerto Rico or the Virgin Islands a competitive advantage over any 
industry in the United States...". 

Applied literally such a criterion would eliminate all inter-regional 
trade. Actually another phrase of the Act more accurately characterizes the 
policy which has guided the industry committees which now (at two year inter- 
vals) determine minimum wages for the various industries in Puerto Rico; namely, 
to reach the Federal minimum wage level "as rapidly as is economically feasible 
without substentially curtailing employment...". In practice this means setting 
for each classification of industry, many of them as narrow as a product made 
by only one plant, the minimm wage which is as close to the Federel figure 
(now $1.00 an hour) es possible without creating a likelihood that firms in the 
industry will be forced to close. 

There is strong evidence that actual administration of minimm wage legis- 
lation has been in close accord with this meaning of "as rapidly as is econom- 


ically feasible." In the course of a systemetic analysis of the reasons under- 


t 
A 


QU 
lying closingsof Fomento factories, © in only half a dozen instances were 


increased minimum wages found to be the basic cause. 





1 Cf. Appendix A(1) "Estimeting the significance of Fomento industry for 
Puerto Rican growth." 

2 Economic Development Administration, Office of Economic Research—Analysis 
of Discontinuences of Operations, Sept. 8, 1959. 
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While maintaining this record of comparatively little job loss, it has 
still been possible to increase minimm wages very rapidly. By June 1959, there 
were 46 industry divisions at the $1.00 figure; only & divisions were paying a 
minimum wage of less than 50¢ an hour, which only five years earlier had been 
the average wage for all factory production workers. 

The speed with which wages bave been rising is shown in the following 
tadle. 

Average hourly earnings 
of manufacturing P. Re as 
ection workers in: Absolute wage % of 
7 U e differenticl 
250 ey 1.31 
55 1.36 
1 
83 


Since October 1954, hourly earnings of factory workers have increased 22% in 


the United States; 72% in Puerto Rico. Five years ago, Puerto Rican factory 


workers earned somewhat more than one-quarter what U. &. factory workers 
earned; today they earn well over one-third as much. Among Fomento plants the 
increase has been even faster (84%) then for manufecturing as a whole. ‘The 
impact on costs has been mech less, however, among the Fomento plants where © 
output (net income) per worker increased 57% compared with 11% among the other 
fectories. Roughly two-thirds of the wage increase in Fomento plants was offset 
by rising productivity, while in the "traditional" industries the bulk of the 
wage increase was presumably reflected in a reduction in the return to capital 
or in increased prices. Even though the average financiel position of manufac- 
turing establishments has undoubtedly been impaired by the rapid wage increase, 
there hes not been, at least among Fomento plants, an abnormal number of 
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failures; and very few of such failures as have occurred are directly attri- 
butable to higher wages. 

Thus, in the context of what has become the generally accepted meaning of 
"es rapidly as economically feasible," this extreordinarily rapid rise in 
minimum wages would eppear to be fully justified and acceptable, resulting in 
only a negligible loss of existing jobs. 


Wage Policy and the Maintenance of Adequate Growth 





It must then be freely conceded that the Federal law, as it has been. 
applied, has not caused an appreciable jcb loss among Fomento plants. However, 
it does not suffice in the circumstances of Puerto Rico, that jobs should not 
be lost. In the Commonwealth it is imperative that the very large margin of 
unemployed, plus the cumuleting increments to the labor force, plus the labor 
rapidly being displaced by developments in agriculture should be absorbed into 
the expandable Fomento sector of the economy. And if the Commonwealth is to 
approach a U. S. living standard, it is necessary moreover that lahor be 
transferred from traditional low-productivity into the high productivity indus- 
tries of the Fomento sector. Puerto Rico requires, in other words, not merely 
that Fonento employment be maintained but that it be enormously expanded. 

Thus, it is estimated that if unemployment is to be reduced to 5% of the labor 
force by 1975, factory jobs will have to increase by 323%, with corresponding 
increases elsewhere in the economy. The Puerto Rican economy, in other words, 
must grow and grow rapidly. Ccncern mst be whether a minimum wage policy that 
raises wages to the point where e::isting employment will not be jeopardized, is 
compatible with an acequate rate of growth. 

In a larger self-sustaining economy such as that of the United States, a 


policy that pushes wages up as rapidly as is economically feasible without 
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substantially curtailing employment may be consistent with an acceleration of 
the rate of growth. In the Puerto Rican economy where growth has not an 
internally-generated, self-sustaining character, but where its dynamism depends 
upon the special export sector, this is not the case. 

Economic growth requires that Puerto Rico capture a share of the expansion 
of the (labor intensive) industries in which the Commonwealth has a comparative 


edvantage, now located chiefly in the Northeastern United States. : 


Because the number of products in which Puerto Rico can effectively 
compete is necessarily limited, its share in a relatively few must increase 
with great rapidity if it is to finance the broad range of imports that will 
enable it to transform its economy and to approach the living standards of the 
United States. ‘This.narrowly concentrated expansion is a sharp threat to the 
textile and epparel industries in the Northeast, and evokes resistance on the 
part of civic, industrial, and labor interests. ‘The fact that Puerto Rico 
sells only in order to buy, and, on qnetutt ef the 4nvestment of extertal. 

» currently imports more than is exported, escapes attention. ‘The off- 
setting new demands are so diffused among so large a number of products that 
their origin is ordinarily unidentifiable, and hence elicit little, if any, 
support for the process of industrial specialization. 

In this growth process, Puerto Rico competes with other relatively under- 
setuetuehtent sectors of the American economic community, particularly with 
the states of the Southeast where the wage level is much below the U. S. 


average and where distance to the big consumer markets is less than from the 
high-wage Pacific Coast. 





1 About 85% of the U. S. firms that have esteblished plants in Puerto Rico 
have their headquarters in the Northeast. 
of the fact that 644% of U. S. manufacturing. employment 
that sector. (16% in the South, and 20% in states west of the Mississippi.) 
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In many respects, the economic. base of the Southeastern states resembles 
that of Puerto Rico more closely than that of the United Stetes as a whole. 
Two of them, Arkansas and Mississippi, are even more heavily dependent on 
agriculture than is Puerto Rico and the others are much more so than the 
United States as a whole. Except for forests, Louisiana oil, and some coal 
and iron, their raw materials are of limited industrial importance. In the 
United States as a whole, metal based and machinery industries are nearly 
three times the relative importance that they are in the South or in Puerto 
Rico. 

Competition between Puerto Rico and the South is concentrated in the 
epperel and textile industries. The South accounts for about a half of U. S. 
textile employment and, although employment in the industry has been declining, 
the decline in the South has been small. Apparel, though fairly stable in 
total U. S. employment, is the fastest growing group of industries in the 
South. Neither industry is tied to a raw materials base and transportation 
costs are so small a part of total costs that plants compete in a nationwide 
market. Thus, particularly for apparel, the location of new plants in these 
industries is dependent to an unusual degree on low labor costs. ‘The South 
is the lowest-wage area within the United States and apparel is one of its 
lowest-wage industries. Under these circumstances, for Puerto Rico to maintein 
a particular rate of growth requires: 

(1) thet internally, labor and other resources be shifted from 
low productivity, low value employment to higher productivity, higher 

Value employment, and 


(2) thet Puerto Rico does not lose industry-ettracting advantages 


relative to competitive locations, specifically with respect to the 
Southeast, and 


55097 O—60—pt. 1——-9 
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(3) that profits in export industries be at @ sufficiently high 
level to induce the transfer of enterprise into the Puerto Rican 
locale. In fact the impact of the minimum wage law has been detri- 
mental with respect to each of these three requisites of growth. 


Applying the "fast as feasible" criterion to export industries means that 
the most profitable, most productive, most highly expansible industries are 
systematically discriminated against, and the process of internal transforn- 
ation is necessarily slowed thereby. 

The manner in which the minimum wage law has been applied has caused a 
critical loss in the competitive advantage of Puerto Rico vis a vis the South- 
east; conversely, a gain in the competitive advantage to the latter region in 
its quest for a share of industrial expansion. 

There is ample evidence in studies by the U. S. Department of Labor that, 
while the effect of past changes in the Federal minimum wage on overall hourly 
earnings have been almost imperceptible, their effect on several Southern 
industries and localities has been quite significant. The 14¢ rise between 
1954 and 1956 in the average for apparel in South Carolina (shown in the teble 
below) is attributable mainly to the 25¢ increase made in the Federal minimm. 
The 2¢ rise which has taken place since then, while the Federal figure has 


been constant, stands out in marked contrast. An increase of as little as 10/ 


made in the Federal figure today would have quite noticeable effects in 
several Southern industries. 

However, the rise of earnings in the Puerto Rican apparel industry 
during the past five years has been twice as large and five times as fast as 
it has been, for example, in South Carolina. ‘The 1954 differential of 57/ 
between the two averages has now been reduced to 39g. Differences among the 
Southern states in average hourly earnings in the apparel industry are negli- 
gible. 
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Average, Average, 
Federal ell U. 8. apparel industry 
miniumm manufacturing P. Re 
$.75 $2.81 $.40 
1.00 1.98 -57 
1.00° 2.2) «Th 
Increase, 1954-1959 225 43 34 
336 als o56 
Average hourly earnings are not, of course, a direct measure of labor 
cost, which is also affected by training time, fringe benefits, and especially 
the techniques and methods that add up to productivity. Nevertheless, in any 
site selection case where there is an approximate balence among all other 
factors, the hourly earnings figures shown in the table above point to the 
South, not to Puerto Rico. In the South, where neither the Federal minimm 
wage nor organized labor exert a very strong upward thrust, the manufacturer 
can count on an average hourly wage rise of ebout 3¢ a year. When a change 
is made in the Federal minimm, the bulk of his competitors will be equally 
affected. In Puerto Rico, the manufacturer is faced with increases averaging 


5 or 6 cents a year. But more unsettling than the high average is the 


possibility of very sharp increases (20¢ or even more) taking place in his 


plant while the bulk of his competitors who are located in the States remain 
unaffected. 

Moreover, to press wages up and to narrow the profit margin to the point 
where employment is not in jeopardy, may suffice to keep established firms in 
operation, and possibly allow them a certain internal expansion. It will not 
however, suffice to attract an eppreciable influx of new enterprise from the 
mainlend. There are significant costs implicit in the sransformation of a 
U. S. enterprise into a Puerto Rican locale. Some of these costs are psychic, 


but they are, for that reason, no less of a barrier to the in-migration of 
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enterprise. ‘The enterpriser end/or his management mst sink new roots, must 
work in en unfamiliar environment, mist deal with a people who speak another 





language and whose ways are unfemiliar. It costs more to bring down machinery, 
costs more to set it up, and to maintain it. Critical skills, materials ani 
equipment may or may not be locally available. The radical shift in the 
context of operations vastly increases the sense of uncertainty and risk. In 
eny case, it is the Puerto Rican promotional experience that a manufacturer 


will choose a Puerto Rican location only when he estimates that profits before 
1 ait 


sig 


taxes will be about double those of alternative mainland locations. 

Tt has now been shown that a minimm wage policy in Puerto Rico designed 
to raise wages according to the "as rapidly as is economically feasible" 
criterion, will check growth inasmuch es: 


est 


(ea) the discrimination against the expansion of more productive 
export industry, will check the desired internel restructuring of 
the economy, 

(>) the more pervasive impact of minimm wages in Puerto Rico 
greatly magnifies the impact of the lew in the Commonwealth, and 

















1 Development Administration, Office of Economic Research 
femal Statistical. Report (2957-1956) Sen Juan. p.10. 
Profits (losses) Profits (losses) 
in relation to in relation 
average equity to _ sales 
- UY. S. firms U. S. firms 
EDA Before After EDA Before After 
All reporting firms firms taxes taxes firms taxes taxes 
by esset-size group j _£ é 4 $ b 
Under $250,000 26.2 14.5 < . . i 
$250 ,000-$999 , 000 29.7 15.5 . 


7.8 

- Th 
»000,000-$9,999,999 32.3 17.6 8.4 
»000,000 or more 45.0 20.0 10.0 
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causes a loss of competitive position vis a vis alternative mainland 
locations, and 

(c) the narrowing of profit margins ceases sufficiently to 
offset the special costs of transference into the "foreign" Puerto 
Rican locele. 


The manner in which the application of the Federel minimum wage law can be 
detrimental to economic growth in Puerto Rico has now been shown. A more 
difficult task mst be attempted. In what follows below, the quantitative 
significance of the impact of the Act on economic growth in Puerto Rico will be 
estimated. 
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Indicators of Past Industrial Grovwtl 





On the accompanying chart are shown five indicators cf industrial growth, 
They are plotted on a logarithmic scale so that the slopes of the lines show 
percentages of chansze, instead of absolute quantities or amounts, and hence 
are directly comparable regardless of the units in which they are expressed. 
They describe e formidable accomplishment. Over the past nine years net incom 
and labor income have mltiplied 16 times, investment 12 times, and employment 
7 1/2 times. Nevertheless, when the record is examined in detail, disturbing 
facts appear. 

From 1950 through 1954 each indicator of growth rose at a quite uniform 
and extremely rapid rate. In 1955 a sharp slowing down in the rate of growth 
sets in, becoming cumulatively more pronounced as the period progresses. The 
greatest slowing-down is with respect to employment. On the chart, a widening 
gap appears between the rate of employment gain and all of the vuther indicators. 
Our problem is to explein this decline in the rate of industrial growth after 
1955; and especially the reasor for the aggraveted decline in the employment 
rate. 

We mst first reject any argument that the decline in rate of growth was 
"natural," by biological analogy. Of course, limits to growth do exist and 
as they are epproached, the rate of growth could be expected to slacken. Such 
bounderies to growth are usually conceived as market limitations on the out- 
put that can be sold and technological limitations on the output which can be 
produced. 

There have been a few market checks on the expansion of Puerto Rican 


industry. Plants selling in the restricted local market have been 80 limited. 


In the case of the bressiere and electric shaver industries, which now 


produce perhaps es mich as one-fourth of total U. S. consumption, sales 
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expansion may possibly be approeching a limit. For petroleum refining a limit 
has already been imposed by regulation. But for most new industries and for 
the program as a whole no such limitation has been experienced. 

The view that economic expansion in Puerto Rico has been checked by the 
saturation of its markets is refuted by the very vastness of the U. S. tariff 
erea. Puerto Rican exports to the U. S. market are a mere one quarter of 
one percent of all the goods corsumed therein. In addition to exports to the 
continental market, a considerable expansion of local and foreign sales, 
particularly in the Caribbean area, is also possible. Unlike many smell 
countries, such as those in Central American where tariff-free markets are 
often too restricted to vermit the operation of even a single factory of 
efficient size, the total market open to Puerto Rican industry must for 
practical purposes be considered as infinitely large. 

Nor is there any technological barrier to maintaining or accelerating the 
pace of economic expansion. Certainly Puerto Rico would be an impossible 
location for some industries. For example, even though power cost is quite 
low for an area without natural fuels or much hydro potential, it is double 
the figure that would make production of primary aluminum a feasible under- 


taking. As of today, production of locomotives and passenger cars are probably 


not feasible but production of ships, trucks, and motorcycles may be. At the 


other extreme, perhaps 500 factories produce some 400 products for export, 
with profits before taxes about twice the average of U. S. or foreign compet- 
itors. Of these, about 32 plants producing brassieres and electric shavers 
have a considerable share of the total market in which they are selling. The 
ther 470 or so esteblished plants producing for export have cost advantages 
that are comparably large but their share of the total U. S. market is, in 


most instances, very small. There are neither size of market nor technological 
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cost conditions to prevent the many-fold expansion of these industries. 

Account must be taken moreover of the 6,500 products not now being made 
in Puerto Rico. Two sets of data suggest the degree to which new production 
opportunities have as yet been wnexploited. The 7,000 different products 
manufactured in the U.S. are grouped for Census purposes into 445 industries. 
In general, it would be expected that the most labor intensive industries would 
be most suitable for Puerto Rico. Of the 100 most labor intensive industries 
only 60 are included among the 208 industries now represented in Puerto Rico. 

In a more pointed effort to identify specific products which are suitable 
but as yet untried, a study was made of analogies with similar products now 
being successfully manufactured. The specific manufacturing processes involved 
in the production of 20 light metal and electrical products now being "suc- 
cessfully" manufactured were identified. It was then found that these same 
"successful" processes are also the ones priucipally involved in the production 
of 163 other products not now being made in Puerto Rico. This limited study 
suggests that potentially suitable products may be eight times (163 compared 
with 20) as numerous as those already proven. Given about 400 successful 
products today, it is altogether conceivable that something like 3,200 
products may be technologically suitable for production in Puerto Rico. 

In sum, the market is for all practical purposes as large or larger 


than it was in 1950. Considering the extension of utilities and service 


industries, better education and the development of greater labor skills in 


the labor force, the rapidly broadening industrial base, and many similar 
factors, the technological advantages for industrial development in Puerto Rico 
ere probably greater today than they were in 1950. Neither saturation of 


markets nor technological impediments can explain a slackening in the rate of 
growth. 
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Yet a slackening has occurred. The following table, which summarizes the 


data shown on the preceding chart, illustrates the sharp reduction in all the 


indices of growth, save investment. 





1949-50 1953-54 


Factories (No. as of Dec. 31) 64 258 
Investment ($ millions) 30(e) 103 
Net Income ($ millions) 7.2 44.0 
Labor Income ($ millions) 4.5 24.6 
Employment (thousands) 4.9 21.9 
Program cost ($ millions) 1.9(e) 2.9 








1954-55 1958-59 


Factories (No. as of Dec. 31) 280 517 
Investment ($ millions) 114 4o2 
Net Income ($ millions) 52.6 118.3 
Labor Income ($ millions) 29.3 75.4 
Employment (thousands) 23.4 36.8 
Program cost ($ millions) 3.9 5.9 








"Factories" and "Investment" are given as of December 3lst of the 

year indicated. "Net Income," “Labor Income" and "Program cost" 

are fiscal year totals. "Employment" is the average for the year. 
Especially to be noted is the trend in employment. During the past four years 
employment has risen only one-sixth as fast as it did between 1950 and 1954, 
Of all the indicators, only in this one has there also been a smaller absolute 
increase. Fewer new factory jobs have beer created, even though four times as 
much money has been invested in new industry. 

Many environmental elements were more favorable to growth in the 1955 to 
1959 period than they had been from 1950 to 1954. the promotional pores ieelf 
was greatly strengthened by cumlating experience and by larger appropriation. [ 
Program expenditures were about doubled during the period after 1955. Newly 
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promoted industries offered new opportunities for the production and sale of 
supplementary products. Lowered procurement costs and newly developed skills 
and broadened operating experience opened the way to a range of potential new- 
comers. The income tax law was amended to provide for flexible depreciation 
and for special treatment. of capital gains. The new Industrial Incentives Act 
and a model corporation law were enacted near the end of the earlier period 
(1954) with their positive effects felt mainly during the past four years. 


Similarly the shortage of ready-to-rent industrial buildings ceased to be a 


bottleneck to development from 1953 onvards. The big improvement in ocean 
freight service through the introduction of trailerships, came in 1958. ‘The 
largest reductions in air fares and most extensions and increases in air 

service have come: since 1954. The major improvement in power dependability was 
mde in 1957, although availability of both power and water has been improving 
fairly steadily throughout the entire period. Mducational expenditures were 
sharply increased in the early 1950's but their effect on the quality of the 
labor force was probably stronger in the later than in the cerlter period. 
Vocational training has rather steadily increased but engineering and other 
technical training programs are newly established. Living conditions have 
improved. Good housing is mich less scarce than in the early 1950's ani 

most of. the nosectarian schools teaching in English, a matter of interest to 
technicians of U.S. origin, were established since 1953. 

The impact of these positive elements is difficult to determine, Never- 
theless, their combined irpact was not sufficient to offset whatever it was 
that dragged down the rate of economic growth. What then were the deterrents? 

Two negative factors, increased union organizing efforts and ocean freight 
rate increases, though undoubtedly important in respect to future growth 


Prospects, came too late to account for any of the slowlown in the earlier part 
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of the 1955 to 1959 period. Some mamifacturers have established plants in 
Puerto Rico in the expectation that they would remain unorzanized. However, 
an organizirg effcrt by the International Ladies' Garment Workers Union begun 
late in 1955 was quite successful. More recently orgnizing drives in the 
electronics and a few other industries have yielded a few unicn contracts. 
Recent Teamster Urion activity has been widely publicized but because of the 
chartering by the AFL-CIO of a competing "federal local" in the same jurisdic. 
tion, Teamster merbership remains very siall. Even though the bulk of U. S&S. 
manufacturing firms now regard collective bargaining as the normal way of doin 
business, there is no doubt that in the past two or three years, there were a 


few firms that failed to establish plants in Puerto Rico solely because of a 


fear that those plants could not now be maintained as open shops. One such is 


on record. 

Ocean freight rate increeses amounting to 28.8% were made during the 
Fall of 1957. This undoubtedly aggravated the slowown late in 1958 and in 19%, 
But prior to this, mainiend transportation costs had beer rising while ocean 
freight for Puerto Rico had been stable. During most of the 1955 to 1959 
period, therefore, the Puerto Rican freight disadvantage was diminishing which 
should have accelerated rather than restricted the rate of growth. 

Puerto Rico's telephone, telegraph, and highway systems are currently less 
adequate, relative to expanded business needs, than they were in the early 
1950's. Expansion programs came too late to keep facilities and service in 
line with repidly growing demends. While these had a generally negative effect 
during 1955 to 1959 they can hardly have been a principal cause of many 
decisions not to locate in Puerto Rico. ‘Throughout the period there were 
always a substantial number of well-located sites where service of sorts 
was available and in the San Juan Metropolitan Area service was probably 


improved relative to what it had been earlier. 
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Environmental factors in which there have been significent changes, either 


favorable or unfavorable, can be summarized as follows: 


Favorable to Growth Unfavorable to Growth 








Quality of the skills of the labor force Unionization 

Power and water supply Ocean freight costs 

Aveilebility of factory buildings Local communications 

Structure oF business law 

Expanded industrial base 

Air service and costs Age of existing plants 

Ocean freight service Business recessions 

Living conditions Wage increases 

The three unfavorable factors that have already been discussed cannot 

themselves account for the experienced changes in the rate of growth. The 
effects of increased unionization and of a rise in shipping rates were not 
felt until lete in the second period. The pinch with respect to particular 
utilities was probably more than offset by recently created conveniences 
=certainly by the host of elements favorable to an acceleration in the growth 


rates. 


Consider the magnitude of the change to be accounted for. If we apply 


the 1950 to 1954 growth rate to the 1955 to 1959 period it yields an employment 


figure of 104,000 for 1959, nearly three times the actual figure of 37,000. 
Woat needs to be explained is an employment gap of 67,000 jobs. 

Three other negative elements remain: (1) the changing age composition of 
Fomento plants (2) the impact of two recessions, and (3) the accelerated 


rise in wages under the impact of minimum wage legislation. 


Changing Age Composition of Forento Plants 





Fomento plants have a characteristic pattern of growth and decline whicn 


is similar to that which has been noted in manufacturing establishments else- 
vhere, 
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During the year in which they start and for two years thereafter, employ- 
ment usually increases. Then it levels off for three more years before startin 
@ gradual decline. In the earlier phases of the Fomerto program, plants were 
"young" and in their expardirg phase. But as the program has continued more 
plants have entered the piase of employment decline and some weve Chesed 
entirely. Hence, the very fact that the average age of plants was greater in 
the 1954 to 1959 period served to slow down the rate of growth. It has been 
estimated that-this normal "aging" of Fomento plants accounts for about 1,000 


jobs in the gap between actual and projected employment. 2 


Recessicn Joo Losses 





The effects of both the 1954 and the 1958 business recessions were concen- 
trated almost entirely in the 1955 to 1959 period. In estimating employment 
losses among plants already established, use is made of the characteristic or 
“normal” employment pattern mentioned above. For example, in estimating the 
effects of the 1958 recession ani the 1959 recovery, this characteristic 
pattern is abstracted from the actual employment record of the plants existing 
in June 1957. 





1 
Cf. Appendix A(2) Estimating the employment-effect of the changing age 
composition of Forento plants 
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"Recession" employment loss (June 1957-June 1958) 
of factories in operation in June 1957 





Expected (338) increase in plants established during 1957 
Expected ( 84) increase in plants established during 1956 


Expected ( 6%) decrease in plants established before 1952 
Net expected employment increase 

Actual employment decline 

"Recession" loss 


"Recovery" employment gain (June 1958-June 1959) 
of factories in operation in June 1957 





Expected ( 8%) increase in plants established during 1957 255 
Expected ( 6%) decrease in plants established before 1953 3. 
Net expected decrease 


Actual employment increese ai 
"Recovery" gain . 

Presuming that there may be a little further "recovery" in employment 
after June 1959 among plants which had been operating in June 1957, it would 
appeer from this calculation that the net (or "urrecovered") loss from the 
1958 recession was about 1,000 jobs.- Calculated in a similar manner, the net 
loss resulting from the 1954 recession was some 1,500 jobs, about three times 
a8 severe a loss considering the lower level of employment at the time. Total 
recession job loss among established plants was thus about 2,500. 

There was also a loss of jobs in the 1955 to 1959 period resulting from 
the effect of the two recessions on industrial promotion. The idea of job 
losses resulting from plants that were not promoted because of a recession is 
uot a familiar ore. It implies that, apart from recessions, there is a well 
defined level or trend of promotions. It also implies that promotions "lost" 


because of a recession do not materialize later when business conditions 


improve. Further assumptions mst be made regarding the amount and timing of 


employment in these hypothetical plants. 
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The two recessions had no visible effects on the promotion of local 
industries but it is estimated that the 1954 recession reduced the promotion 
of plants of wainland origin by 60 and that the 1958 recession cost 30 more, 
Assuming that these 90 "lost" plants would have been of the same average 
employment size as existing plants of U. S. origin (91 workers), the recession 
effects on promotion decount for an employment loss of about 8,200 jobs. 
Conbined with their effects on established plants (2,600 jobs), the two 
recessions made 1959 employment in Fomento plants about 11,000 lower than it 
would otherwise have been. Recession plus normal "aging" (1,000 jobs) thus 
account for about 12,000 jobs in the enployment gap of 67,000 we are here 
considering. Barring errors in calculation the remainder (55,000 jobs) can 
be only attributable to the very rapid increase in wage rates that took place 


after 1954. 





1 cr. appendix A(3) Estinatirg the effect of recession on the promotion of 
enterprise in Puerto Rico. 
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The Impact of Wege Increases 





By eliminating, et least approximetely, the effect of all other contrib- 
uting causes, it would appear then that the major (residual) explanation for 
the slowdown in the growth of employment is the imposition through the minimum 
wage lew of a very rapid rise in the wage level in export industries. Earlier 
it was shown how a rise in wages could powerfully affect Puerto Rican growth. 
Consideration of the rate at which wages rose in the United States and in 
Puerto Rico during the two periods, gives strong apriori reason to suppose 
that the major cause of the 1955 to 1959 slowdown is indeed the rapid advance 
in wages that occurred after 1954. Below is indicated the rate at which wages 


rose in the United States and in Puerto Rico during the two periods. 








Average hourly earnings ($) Absolute Fomento as 
June § Fomeato plants United States difference @ of U. S. 
1950 AL 1.47 1.06 28 
1954 49 1.61 1.32 27 
1955 57 1.87 1.30 30 
1959 90 2.23 1.33 ho 


Between 1950 and 1954, average hourly earnings in Fomento plants rose at almost 
the same rate as the U. S. average. But the increase amounted to only 6¢ an 
hour and the absolute gap in the two averages increased by 26¢ an hour. In 
striking contrast, during the 1955 to 1959 period, wages in Fomento plants 
increased three times as repidly as the U. S. average—and the absolute dif- 
ference in wages showed little change. With average wages rising from 27% 

to 40% of the U. S. average, Puerto Rico's wage advantage was very sharply 
reduced between 1954 and 1959. Clearly, other things remaining equal, Puerto 
Rico must have lost ground to alternative continental locations, in its capac- 
ity to attract new industry. 


55097 O—60—pt. 1——-10 
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This is not to say that because of this wage rise Puerto Rico ceased to 
be a profitable place in which to locate new businesses. On the contrary, the 
entrepreneur who is bold enough to come, and able to organize an efficient 
operation, has done and will continue to do very well. Nevertheless the poten- 
tialities for profit were significantly reduced, and evidently in many instances 
this reduction was decisive in the business choice not to locate in Puerto 
Rico. The fact dare not be dodged that to the continental industrialist there 
are high costs involved in the transference of entrepreneurial know-how, in 
* the transformation of an organization, in facing the unknown risk of the conm- 
paratively "foreign" Puerto Rican environment. These "costs," even though 
they exist in irrational fears and require only a psychic adjustment, are real 
and effective barriers to the in-migration of investment and they must be 
offset by correspondingly high profit (or other) lures if the inflow of entre- 
preneurship and capital is to be sufficiently mainteined. 

The following example shows how a change in labor cost can affect specific 
business decisions. The cost breakdowns are typical of a labor-intensive 
industry like apparel and the wage figures are the actual averages for the 


apparel industry in South Carolina and Pucrto Rico for 1954 and June 1959. 


Assumed 1954 comparative Calculated 1959 comparative 


cost with hourly el cost with a eS of: 
S.C. $97 P, §.C. $1.13 P.R. . 











R. $. 
Direct labor 50 20 58 37 
Other costs 35 60 35 60 
Profit 15 _20 a 3 
‘Delivered price T66 100 100 Too 


No productivity increase is assumed in the above calculation. Unless 
productivity should rise more rapidly in Puerto Rico, an unlikely event where 


scale of operations and production methods are virtually identical (as they 


are in Fomento clothing factories and their modern counterparts in the South), 











Pic 
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the essential result of such a large change in relative wage rates is to shift 
the profit advantage from Puerto Rico to a mainland location. If one further 
assumes, in conformity with the usual sequence of events, thet "other costs” 
and "delivered prices" increased at least proportionately to the average 
increase in U. 8. wage rates, then the relative profit position of Puerto Rico 
would be further worsened. 

If the change in wage rates was as significant as we have supposed, the 
flow of new investment in the apparel industry might be expected to shift from 
Puerto Rico to such competitive locations as the American South. And, from the 
fragmentary date available, this seems precisely to have occurred. Puerto 
Rican employment in the apparel industry expressed as a percentage of apparel 
employment in the South increased by 20% between 1951 and 1954, but from 1954 
to 1957 it declined by 10p2 

Such extraordinarily rapid increases in wages as have in fact occurred 
could be expected especially to curtail expansion of labor intensive jtndustries 
and, within established plants, to stimulate the substitution of capital equip- 
ment for labor at every feasible point. This also has been the case. Average 
investment per worker in all Fomento plants was stable from 1950 to 195% but 
has been rising extremely repidly since then. As the following table shows, 
private investment per worker in the past two years has average two and a half 
times the 1950 to 1954 level. Even if data for the five most highly capital- 
ized planth>“are removed from the 1959 figure shown belov, private investment 


per worker would be twice the earlier figure. 





1 pppendix A(4) Comparative employment in the apparel industry 


2 They include two oil refineries, an ethylene glycol plant, an ammonia plant, 
end a paper mill having a combined investment of about $150 million and 
total employment of about 1,500. 
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Forento plants in operation 





Private investment Avernge ‘Privete investment 





000 
June 30 
1950 21{e) 
1951 31 
1952 43 
1953 63 
1954 91 
1955 136 
1956 198 
1957 262 
1958 347 
1959 h20(e) 


10 
12 
20 
28 
45 
62 
84 
65 
73 


pe a | ES ee oo 





6.3 3-3(e) 
8.6 2.3 3.6 
11.8 3.2 3.6 
18.4 6.6 3.4 
21.7 3.3 4.2 
25.7 4.0 5.3 
30.1 4h 6.6 
34.7 4.6 8.1 
33.3 1.4 10.4 
41.5 8.2 10.1fe) 


In 1954 and earlier years the investment of, sey, $20 million would create 


about 5,000 jobs. During the lest two years employment has been affected by 


the recession but, even in 1957, over $80 million of new private investmnt 


was required to create 5,600 


required to create a new manufacturing job today as was required five years 


ago. In terms of the time span involved, the magnitude of this change mst 


gobs. About four times as much investment is 


be considered as extraordinary. 


The rapid rise in industrial wages, which reflects almost entirely the 


effect of Federal minimum wage legislation, seems then to have had the 


following results. Labor-saving investment was stimlated and the productivity 
of labor in Fomento plants was reised thereby. 


of industry, end particularly of labor-intensive industry, was 


Repid wage increases, therefore, were the primary cause of the general 


slackening of the rate of economic development, particularly in the increase 


of employment. Employment was reduced more sharply because, in addition to 


the loss of potential employment resulting from the general decline in the 


rate at which new enterprise was in-migrating, and at which the value of out- 


put was increasing, there was e further loss from the shift to less labor- 


intensive operaticns. 





The in-migration and expansion 
sharply reduced. 











ity 
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We have sought here to inquire into the causes, and some of the conse- 
quences of the sharp decline in the rate of economic development experienced 
since 1955. If the 1950 to 1954 employment growth rate of 347% had been 
maintained, then 1959 Fomento employment would have been 104,000 instead of 
the actuel average of 37,000, a éifference of 67,000. It was shown earlier 
that this slackening of the pace of development cannot be explained by any 
new technological impediments or new market limitations. Business recessions 
and a change in the ege distribution of firms accounts for a decline of 
perhaps 12,000 in the projected growth. For the rest, 55,000 jobs, the 
slackening of development must be attributed exclusively, except for error 
in calculation, to the rise in wages. 

Had it-not been for the exceptionslly rapid rise in wages that took place 
after 1955, it is by no means unthinkable that something like the 1950 to 
1954 rate of employment growth could have been maintained. Discouuting the 
impact of recessions, and of the changed age composition of plants, this would 
have meant an increase of 68,000 jobs during the period, rather than the 
13,000 job increase which did in fact occur. At $4,200 of private investment 
per employee, which prevailed in 1954, this 68,000 growth in employment would 
have required an additional private investment of $286 million. Actually, 
private investment in Fomento factories increased by $284 million from June 
1955 to June 1959. Had wages continued to rise &t the moderate 1956 to 1954 
rate, about 5% @ year, undoubtedly the investment made during the later 
period would have been greater than it was, Lower wages would have been no 
impediment to the: investment which actually occurred in cepital-intensive 
Plents, and investment in many mre labor-intensive establishments would have 
been attracted. Put even the amount of new private investment which was in 


fact put in place between June 195 and Jume 1959 would have created 40,000 
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new jobs had private investment per worker risen to, say, no more than $6,000 
by 1959, instead of the 13,000 jobs actually created. 

It would thus appear thet the cost of the acceleration of wage increases 
efter 1955 was of the order of 35-55,000 jobs in Fomento plants. Since labor 
income and Commonwealth Net Income were also adversely affected, no Puerto 
Ricans, except the 37,000 who held the existing factory jobs, and their familie, 
were benefited by the rapid imposition of higher minimm wages. The other 
beneficiaries were U. 8. and foreign competitors of Fomento factories. 

Minimum wages, moreover, a measure intended in the United States to 
equalize earnings and to protect the relatively under-privileged has introduced 
strange distortions into the pattern of income distribution in Puerto Rico. 
Since 1954, the gap in weekly earnings between factory and farm workers, for 
example, has tripled in amount. Todey there are many sewing machine operators 


earning more than some teachers and social workers. 





Employees* Median weekly salary Increase 

1959 1954 1959 1954 to 1 
Agriculture 81,000 $9.25 $11.24 22% 
Manufacturing 79,000 14.93 28.17 89% 
Construction 35,000 17.45 25.03 434% 
Commerce 46,000 17.68 26.21 484 
Public utilities 29,000 25.08 35.12 Lot 
Services 60,000 11.58 19.50 68% 
Government 65,000 34.28 39.07 144 





¥Excludes self-employed and employees in miscellaneous industries. 


At the present time, factory wages at 40% of the U. S. average are, rele- 
tively speaking, nearly twice as high as per capita incomes generally, which 
are now at 23% of the U. S. average. But from the standpoint of the Puerto 
Rican economy with a labor force very small in relation to its population (26% 
compared with 41% in the United States, with an unemployment rate which is 


chronically very high (144 compared with 5% in the United States), and with 
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manufacturing employment still far below the employment and income needs of the 
economy (14% of total employment compared with 24% in the United States), the 
possibility is very real that the premium on industrial labor will price Puerto 
Rico out of the competition for new industrial investment. 

To raise labor income has been and will continue to be a primary goal of 


the Commonwealth Government generally. It is the dilemma of that Government 





that a very repid rise in industrial wage rates has been retarding that economic 
growth which is the source of expanding labor income and which is its hope for 


absorbing the unemployed into productive and remunerative work. 


The Conz7licts of Interest 





Enough has been said to make clear that Puerto Rico needs to expand its 
economy and that very rapid growth is possible only through investment of U.S. 
capital and sharply increased sales of a still rather limited range of products 
in the U. S. market. Within the U. S. market for this limited range of products 
Puerto Rican output mst displace goods that in most instances are, or might 
be made by U. S. manufacturers and workers. To the U. S. interests affected 
by this competition, the fact that Puerto Rico buys a larger total amount of 
goods from other U. S. producers is irrelevant. Moreover, the range of goods 
Puerto Rico buys is so wide thet few U. S. producers have a major stake in 
their seles to Puerto Rico. e 

As a result, the industry committees which determine minimum wages in this 
critical group of export industries represent, on the one hand, a commmity of 
interest among the representatives of U. S. business, U. S. labor, and of the 
Puerto Rican labor employed in Fomento plants, and on the other hand, the 
opposing interests of the Puerto Rican manufacturers (mostly individuals of 
U, S. origin) and, in an uneasy sort of way, committee members who represent 


the public interests of Puerto Rico and the United States. (It requires not 
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only understanding but considerable courage for a public official of the Con- 
monwealth, especially the Governor, even to ndienn any wage increase. ) 
That many committee decisions are unanimous reflects a emauutiee rather than 
any true reconcilietion of differences, end the marked change in the rates at 
which wages were increased between the early and the late 1950's is more a 
reflection of the atmosphere within which horsetrading has been carried on than 
of any real change of the competitive situations in most of the industries 
under review. 

While there may be irreconciliable conflicts between special privete 
interests in the United States and Puerto Rico; with respect to the public 
interest, there is no genuine conflict. The outflow of U. S. capital expands 
the U. S. market for machinery and raw msterials. Puerto Rican sales of con- 
sumer goods and intermediate products generate the income for purchase of U. &. 
consumer goods and for returns on the capital invested. While this is no more 
than saying that U. S. end Puerto Rican payments do balance, what underlies the 
accounting is mutual benefit to the two economies. As economies, they are 
complementary—not competitive. The result of their trade relationships is 
increased specialization, higher productivity, and higher incomes. 


Historically, analogous checks on inter-regional trade have been accom- 


plished through teriffs. In one sense an equivalent U. S. tariff barrier 


would be preferable to checking the inflow of competitive Puerto Rican goods 
via the imposition by law of higher wage rates in Puerto Rican export indus- 
tries, inasmuch as thereby a more rational internal use of the labor resource 
in Puerto Rico would be enabled. | 

Accepting FLSA as a political imperative, its application might yet be 
modified to soften the burden of its impact in Puerto Rico and the Virgin 


Islands. Consideration should be given to removing from its jurisdiction all 
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industries in which there is no substantial U. S. competition, for example, 
hame needlework, hand tobacco stemming, and local handcrafts. Jurisdiction 
should perhaps also be removed from industries whose output is a negligible 
(say 5%) part of the U. S. total. Consideration should be given to the high 
cost of transferring enterprise to Puerto Rico, possibly ty enjoining industry 
committees from setting a minimum wage so high as to reduce average profits in 
a Puerto Rican industry to the-U. S. level for the same product. 

To the criterion of a minimm as close to the statutory figure as possible 
"without substantially curtailing (present) employment" should be added "and 
without preventing future increase in employment.” The injunction that the 
wage should not give. any industry in Puerto Rico or the Virgin Islands a 
"competitive advantage” over any industry in the United States should be 


prefaced by the word "unfair.'' Together these modifications would appear to 


give committees a greater leeway to take into account problems of the kind that 


have been raised in this paper. 

It has also been suggested that minimum wage increases in any one industry 
be Liartted to productivity increases in the economy es a whole, Industries like 
home needlework with limited possibilities for productivity or price increases 
would gradually disappear but the more efficient industries could rapidly 
expand. 

The nub of the administrative problem is that, under the flexible approach, 
wages that are "correct" for existing industry inhibit expansion. Any system 
of fixed increments that is "correct" for the economy es a whole will give large 
caupetitive advantages to some Puerto Rican export industries vis a vis 


continental competitors. Perhaps the politicians can find a workable compromise. 
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Appendix A. Method of Deriving Basic Estimates 


(1) On estimating the significance of Fomento industry for Puerto Rican growth 





The influence of FLSA on past economic growth and its impact on future 
prospects for expansion has been concentrated almost entirely on the Fomento 
sector where output is largely for export and where development has been based 
largely on investment from external sources. Unlike the other industries 
within the jurisdiction of FLSA aad those covered by MWA, expansion of Fomento 
factories is not confined by the small size of the local market (about half the 
purchasing power of Washington, D. C.) nor limited by the comparatively ‘small 
amount of available local capital. Expansion of export industry has been the 
spearhead of recent economic growth in Puerto Rico, opening the way to many 
forms of subsidiary development. 

Puerto Rico's past dependence on the development of manufacturing industry 


is indicated by its relative contributions to Commonwealth Net Income. 








Net Income Income of 
Fiscal Total manufactur: ng Other 
years ($000, 000) ($000, 000) (: 000 
1950 74 89 616 
1959 11 241 907 
Increase Th 52 251 


During the past nine years manufacturing has directly accounted for one- 
third of the totel expansion of the economy and its indirect effects are esti- 
mated to account for another third made in secondary trade and service 
industries. Government capital expansion Potten nare and the Fomento programs for 
the promotion of tourism and rum sales account for nearly all of the remainder. 
Net income from agriculture has remained about constant. 

Within the manufacturing total, the growth potential of the export indus- 


tries under FLSA jurisdiction and that of local industry which is, for the mst 


part, covered only by MWA, must be differentiated. 
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cepital in their ventures; paid low weges; and suffered a very high rate of 
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In 1949, about half of the establishments counted by the Census as 
"gactories" had four employees or less and produced an average "value added by 
mamufacture" of about $1,600 a year. These very small locelly-owned establish- 
nents produced mainly cigars, bread, end furniture; invested very little 


mortality. In 1954, there were about the same mumber (1,000) of these very 

small establishments, but fewer cigar makers and bakeries and more print shops 
and backyard establishments making concrete blocks. The bulk of these establish- 
ments ere too small for efficient operation, and most of them cannot survive 


for long, even when they pay very low wages. 


Sales of Puerto Rican Industries in Puerto Rico 

















1949 Loy 
Value Value % of totel 
No. of edded No. of added - sales made 
Yectories ($000) factories ($000) in Puerto Rico 
sugar lL 35,704 37 33,934 25.8 
other food, 
beverages 485 16,728 460 37,665 88.8 
tobacco 626 6,743 511 11,619 28.3 
stone, clay, 
glass 87 6,353 132 9, 445 76.0 
nen's, boys' 
clothing 16 2,854 70 5,451 72.2 
furniture 186 2,338 202 5,739 99.5 
printing TT 3,670 93 4,428 95.9 - 
fertilizer 7 2,731 7 3,683 99.0 
all other 413 16, 300 678 76,559 22.8 
TOTAL 1,998 93,421 2,190 188, 523 45.7 


These small locally-owned firms are included among the eight industrial 
Groups listed separately in the table. Hand-made cigars account for most of 
the local sales made by industries in the "tobecco" group while exports were of 
Processed leaf and machine mede cigars: produced by a comparatively few large 
establishments. Virtually all the "value added" which was exported in 1954 from 
this group of eight industries was produced by less than 100 plants all heaving 
& mterials base in local sugar cane, tobacco, limestone, or sand. 
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A few Fomento plants are included among the eight separately listed industry 
groups, in many instances contributing their export element, but most of then. 
ere included in "all other" industries, the bulk of whose production is exported, 


It is these Fomento plants which account for the rapid rise in exports that hes 


teken place in recent years. 
Since 1953, “new manufactured products," which are produced almost exclu- 
sively by Fomento plants, have accounted for the entire increase in commodity 


shipments from Puerto Rico. 
Exports of 
Total new manufactured New products 
Fiscal cts as % of 


years ($000,000) ($000,000) 


1953 $31: $79 
1954 348 105 
1955 353 113 
1956 390 150 
1957 LLG 202 
1958 468 238 
1959 503 275 





Puerto Rico's traditional exports (mostly sugar, tobacco and needlework) have 
shown no growth in recent years. Modernization of the agricultural phase of 
the sugar industry is overdue and, if it is accomplished, Puerto Rico will share 
in the gradually rising U. S. demand for sugar. But the possibility for future 
rapid increases in exports would appear to lie in the new manufactured products. 
In the local market, rising demand for high protein foods together with a 
number of technical changes in agricultural and food processing industries has 
opened up a new and quantitatively important opportunity for import substitution. 
Moreover, because of the rapid growth of export industry, new local industrial 
demands are being created. But an industriel growth based only on the local 
demand for consumer goods would indeed be a slow one. For most products local 
demand will long continue to be too small to support even one efficient factory: 
The following table summarizes past sales and suggests the future market possi- 


bilities for Puerto Rican industries: 





ci ff 2 2 tf 
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Manufacturing Net Income ($000,000) 
Fiscal Fomento Sugar Other 3 3 


years plents+ Tobacco“ plants plants 





1950 89 
1951 106 
1952 


1958 
1959 


1 . 
Includes government income from tax collections on imported crude 

oil and on cigars exported to the U. S. This amounted to $2.8 million 
in 1959. 
ere “cigars and cigarettes" industry (but not "tobacco stemming") 


has been excluded from 1954 onwards to compensate for Fomento tobacco 
factories starting in that and subsequent years. 


3tneludes home needlework. 


Sugar and tobacco are stagnant; “other” plants will continue to be limited 
to the growth in local demand for products that can be produced economically by 
relatively small establishments; but growth of Fomento plants (producing largely 
for export) would appear to have comparatively unlimited possibilities for the 
future. 

The past and future influence of FLSA on Puerto Rico's economic growth has 
been and will be exercised almost exclusively through the wage determinations 
made for the new, dynamic element of export manufacturing--the Fomento factories. 
Employment in these factories last fiscal year averaged only 39,000, about 6% of 
Puerto Rico's labor force. It is only a mild exaggeration to say that the 


welfare of 2,300,000 people depends on these factories. These factories must 


have @ “competitive advantage" over factories in the United States if they are 


tw expand and multiply. 
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(2) Estimating the employment-effect of the changing age composition of Fomento 
ate ; 

There is clear evidence in the employment history of Fomento plants of a 
fairly regular pattern of employment which seems the consequence of internal 
conditions within the individual ente:prise rather than of such external influ- 
ences as general business conditions or changes in minimum wages. The nature 
of this pattern can be observed in the accompanying chart which shows separetely 
the employment of factories starting each fiscal year since 1947. 

During the year in which they stert and for two years thereafter, employ- 
ment usually increases. Then it levels off for three more years before starting 
8 gradual decline. With comparctively minor variations this pattern is followed 
in each of the age groups of Fomento factories except where it is briefly 
interrupted by recession. On the averege, plants reach 5% of their maximm 
employment during the fiscal. year in which they start, increase oy 33% and & 
in the following two years, remain at ebout their peak for three more years and 
then in their seventh year start an employment decline that, as far as can now 
be judged, averages about 6% 8 year. The employment records of individual 
factories, of course, depart markedly from the general pattern of a group of 
factories but the general pattern has been remarkably regular over the 12-year 
period in which a significant mumber of Fomento plants have been in existence. 

It should be noted that this regular enploynent pattern refers to 4 
declining number of plants within each age group. Nearly half the plants thet 
started prior to 1953 end nearly one-fifth of those that have started since 
then have elosed. However, even in the plants of each age group that have 
operated continuously, some employment attrition takes place. In most age 
groups, employment in the plants now opereting reached a peek in their fourth 
or fifth year of operation and then began to decline somewhat. 
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The pattern of employment here shown is not peculiar to Fomento plants. i 
was first noted in the United States when the Census of Manufactures was obseryg 
to show consistently larger total emplorment than did a fixed sample of plants 
representative of employment in the previous Census. Roughly 10% of the plants 
in the fixed sample closed each year and even if another plant was substituted 
it would lixely have already aged beyond the time of rapid employment build-up 
characteristic of a newly opened factory. 

It is important to recognize this characteristic employment pattern of 
manufacturing establishments both on its own account, and so as to eliminate it: ff 
comparatively regular influence in order to reveal more clearly such phenomena 
@s recessions, minimum wege changes, and basic growth rates. 

Of itself, the charecteristic employment decline of a population of 
factories which is more than six years old underlines the fact that, beyond this 
age, all net growth comes from the establishment of new plants. The average ag — 
of the Fomento plants now opgwsting is only ebout four years. Even so, only 
about 600 jobs a year are now being added from the "normal" employment growth ¢ 
esteblished plants. In 1954, however, when the average age of Fomento plants 
was about two years, the "normal" expansion of established plants was adding 
about 1,500 jobs a year to an employment total which was then only about half a 
large es it is today. Looking to the future, it is evident that, by about 19%}, 
esteblished plants can be expected to make no net Increase in employment. 


(3) Estimating the effect of the recession on the promotion of new enterprise 





Local promotion was apparently unaffected by the two recent business reces 
sions for the reason that most plents of local origin sell exclusively in the 
local market which itself was little effected by the relatively sharp but brief 
U. S. downturns of 1954 and 1958. On this account, the following attempt to 


measure the employment effect of promotions “lost" for cyclical reasons is col 


cerned only with the data on promotion of plants of U. S. and foreign origin. 
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A glance at the accompanying chart is sufficient to show the highly errati, 
nature of monthly statistics on the number of plants promoted. The line of 
central tendency, which has been drawn to "fit" these monthly data as closely x 
possible, shows cyclicel movements thet are similar in timing to those show ty 
the Federal Reserve Index of Industrial Production. The amplitudes of the two 
cyclical movements, however, are quite different. Using the 1953 rise and the 
1954 decline as examples, a rise of about 13% in production was associated with 
e jump of about 50% in promotion, while a decline of 10% in production was 
associated with a drop of 70% in promotion. 

With regard to timing there also appears to be a significant difference; 
promotion seems to drop sharply at the first sign of a U. S. business decline 
but to lag considerably behind production during the recovery phase of the cycle. 
The apparently prompt upwerd response of promotion in 1958 reflects the adoption 
late in April of a very liberal special incentives progrem as an anti-recession 
measure. The announced termination of this program in October resulted in an 
extraordinary speed-up of promotion cases and the 38 promotions recorded that 
month were in large pert "borrowed" from promotions that would otherwise have 
teken place during the next four or five mortis. Even with this induced record 
month of October, it appears from the chart that promotions have lagged somewhst 
behind industrial production in the U. S., which before the end of the fiscal 
year had already passed considerably beyond the high level reached in 1957. 

With a very pronounced lag of promotions behind U. S. business recovery 
during 1954 and 1955 end a moderate lag in 1956 it seems unlikely thet many 
promotions which would have been made during recession were those which actually 
materialized during recovery. Such mature projects would heve been thorougily 


planned and negotiated during the recession and would, therefore, have been resij 


to go at the first substantial sign of recovery. 
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Accepting the premise that plants "not promoted" during a recession year 
are "Lost" to Puerto Rico at least to the same extent that unpromoted plants are 
"lost" in an average year, it is then necessary to estimate how many such plants 
and jobs were lost duxing 1954 and 1955 and during 1957 and 1958. The chart 
shows, in addition to the curve of centrel tendency, a straight line average of 
the monthly promotion data. During 1954 and 1955 actual promotions fell about 
60 plants short of this trend line and about 30 plants below it during the 
1957-58 period. Assuming thet these plarts would have been typical plants of 
U. S origin, they would have reached 91 employees during their fourth year of 
ege or a total rising to 5,460 for those "lost" in 1954 and 1955 and to 2,730 
for those which were "not promoted" because of the last recession. 

As regards the timing of this job loss, it would presumably follow the 
average pattern of established plents described above. For present purposes it 
is not necessaxy to work out the formula in detail because practically none of 
the employment loss applies to the 1953-54 fiscal year. It would begin in 
1954-55 at about 3,000, rise to about 7,000 in 1958-59 and reach its peak of 
about 8,200 in 1961. 

Recalling thet permanent reccssion losses in established plants were 1,500 
jobs in 1953-54 and (1,500 ¢ 1,100) 2,600 by 1957-58, it would appear that today 
employment in Fomerto plants is some 11,000 jobs less than it would have been 
had the two recessions not occurred. In comparing employment trends between 
1950 and 1954 and between 1955 and 1959, a net upward adjustment of about 6,000 
jobs must be made in the latter to allow for the effects of the two recessions 


on employment in existing plants and on the promotion of new factories. 
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(4) Comparative employment in the apparel industry 











Employment in the Apparel Industry: Southern U. S. and Puerto Rico 

1 As percent Puerto As percent 
Year South of U.S. Rico of South 
~ ——- O0%S) pri as é) a 
1947 1&.8 16.8 n.a. n.&. 
1949 203.4(e) 17.5(e) 10.8 5.3 
1951 225.4 20.1 12.0(e) 5.3 
1952 ohe.3 21.2 13.4 5.5 
1953 267.3 21.8 16.4 6.1 
1954 as 21.8 17.6 6.8 
1955 0 22.8 17.6 6.2 
1956 297.1 2354. 19.3 6.5 
1957 297.9 23.6 18.6 6.2 
1958 n.@ oo 17.5 -- 
e ~- estimated 


dagouth" includes the following states: (So. Atlantic) - Delaware, Maryland, 
District of Columbia, Virginia, West Virginia, North Carolina, South Carolina, 
Georgia, Florida; (East So. Central) - Kentucky, Tennessee, Alabema, 
Mississippi; (West So. Central) - Arkanses, Louisiana, Oklahoma, Texas. 


Sources: U. S. date from Bureau of the Census, U. S. Department of Commerce. 
Puerto Rico data is from Censuses of Manufactures, 1949, 1952, 1954 
and 1956. Data for other years secured or calculated from BLS ~ 
establishments survey. 
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1. Annual Statistical Report of EDA Manufacturing Plants 
Economic Development Administration 
Office of Economic Research 
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In some instances data from the 1958-1959 edition (in 
preparation) were used. 


2. Annual Report (1958-59) of the Economic Development Administration 








3. Economic Report to the Governor (1958), Puerto Rico Plarning Board 
Office of the Governor, Commonwealth of Puerto Rico 





My 4, Annual Report of the Commonwealth Minimum Wage Board, 1957-1958 














160 


Mr. Vapes. I doubt that I can possibly explain what it means to 
Puerto Rico to forgo so large a number of good factory jobs. In the 
first place these jobs pay about as much as the entrance salaries for 
schoolteachers, firemen, and policemen. They pay about three times 
more than a farm job, and considerably more than the typical job in 
commerce or in the various service occupations. But more important, 
they would have meant jobs for people who have no work or are 
seriously underemployed today. 

We Puerto Ricans have a right to be proud of the economic progress 
we have accomplished in recent years. But we are prone to forget our 
one great failure. Unemployment is just about as serious a problem 
today as it has ever been. About 14 percent of our labor force is 
totally unemployed and many other workers have very low pers part- 
time jobs, especially in + ope Let me illustrate what under- 
employment means by reading just a few phrases from a recent study 
ondertiinn by our university of conditions in a small rural community. 
I quote: 

“* * * about 100 families, which includes 728 persons. * * * The families are 
large. * * * Nearly half of all persons live in families cf 10 or more. * * * The 
average annual money income (per family) is $566. * * * For breakfast, 70 
percent had none or coffee only. * * * For lunch, 80 percent had viandas 
(starchy vegetables) only. * * * For supper, 55 percent had rice and beans only. 

Later on in the report it is estimated that there are about 300 other 
communities like this one. This means that about 30,000 rural families 
in Puerto Rico are living in extreme poverty. And there are many 
more in the slums of our cities. 

Let me now speak about a subject which has troubled all of us in 
recent years—the migration of Puerto Ricans in such large numbers to 
New York City. When one of our people has no job, when he can't 
feed his family, he feels that he must leave Puerto Rico. He doesn’t 
want to part from his family and friends and the beautiful, warm 
countryside in which he was raised. He is afraid, and with 
reason, of the hostilities he will encounter and of the slums in which 
he will have to live. But in the States, unemployment is low and he 
can find a job. All of us would be much happier if we could provide 
that job for him in Puerto Rico. It makes much more sense, for 
everyone concerned, for Puerto Rico to ship its products to the States, 
instead of st its unemployment. 

Your committee has a heavy responsibility in deciding on minimum 
wages in Puerto Rico. The Fair Labor Standards Act regulates our 
entire economy through the control it exercises over its most dynamic 
elements. You will be deciding if, and how much, we are able to 
reduce our serious problem of unemployment and, in so doing, you will 
be governing the pressures in Puerto Rico which force men to migrate 
to the United States. 

It is my considered judgment that it is in the best interest of all 
Americans for the Puerto Rican economy to expand so that it can 
provide for the needs of our people within our own shores. I believe 
there should be specific recognition in the Fair Labor Standards Aet 
of Puerto Rico’s need for economic growth and for future increases 
in employment. With this consideration as an additional guide for 
Industry Committee members, I believe that the Fair Labor Stand- 
ards Act will continue to provide the instrument for raising wages in 
Puerto Rico as rapidly as is economically feasible. 
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Since 1940 the Fair Labor Standards Act has provided the flexible 
Industry Committee system with which you are familiar. From 
time to time there have been ‘propane to tamper with this proven 
system, but this committee and the Congress has wisely preserved it 
in all essentials. For a brief 2-year period there was a requirement 
that the committees review all industries annually. This was costly 
to all concerned and it soon proved to be unnecessary, since the ability 
of industry to pay higher wages does not change significantly in so 
short a period. 

Recently there have been press reports of a proposal to override the 
committee system by imposing an arbitrary poenegs wage increase 
on industries. This arbitrary increase would take effect only 1 year 
after the industry had been reviewed by an industry committee, and 
the highest feasible wage established. Industries could appeal this 
increase but, pending review action by a new Industry Committee, the 
funds involved in the arbitrary percentage increase would be held in 
escrow. 

I would like to say here, imagine the situation of an industry there. 
The law was amended so that the industries would be reviewed every 
2 years, because they thought every year was too frequent. There 
wasn’t enough change, they said, in the conditions, and so it was 
changed to every 2 years. 

Imagine the situation of a company that has been reviewed a year 
and a day, because this thing lasts a year, or a year and a half, or a 
year and three-quarters, where a committee of nine responsible men, 
three representing the public, and three industry here anes labor, 
have had before them all the information pertaining to this so that 
they can base what is the highest salary, and who has the highest wage 
that can be given to a laborer. 

They finally decided on X amount, and then in a year and a quarter 
they arbitrarily, without any proof of any kind aiid without evidence 
of any kind increase the wage 15 or 25 percent, or whatever it may be. 
That is without any information whatsoever. 

When those nine men decided that the maximum they could pay 
was X, now in a year and a quarter, arbitrarily, there is an increase. 
I really don’t see that. I don’t see anything scientific in that. Or 
perhaps the committee didn’t act properly, but the nine people are 
pretty well chosen from all sides. 

The costs and the business uncertainties implied by this new pro- 
posal are obvious and I am confident that this committee and the 
Congress will maintain the present flexible Industry Committee sys- 
tem which has proved workable in the past, which enables the great 
employment needs of Puerto Rico to be taken into account, and which 
provides a fair safeguard against that kind of harsh and arbitrary 
action that could spell disaster for the economy of Puerto Rico and 
its people. 

at me summarize our position : 

1, We are not seeking a competitive advantage over mainland in- 
dustries. We ask only that it not be made impossible for us to over- 
come the built-in cost disadvantages we face and thus choke off our 
export opportunities to the dentate and to the rest of the world. 


2. We point out to you the truly remarkable progress in increasing 
minimum wages in Puerto Rico over the past 5 years, and that dur- 





162 MINIMUM WAGE-HOUR LEGISLATION 


ing that period Puerto Rican factory wages have increased percent- 
agewise more than three times as much as on the mainland. 
3. We still have a grave unemployment problem—15 percent of our 





work force is unemployed and another 15 percent badly underem- 
ployed. The hope for these people must rest either with industrial 
expansion or migration to the mainland. 

4. The flexible system of minimum wage determinations has worked 
remarkably well. Over 42 percent of covered employees in Puerto 
Rico are in industries with a minimum wage of $1 and the tripartite 
committees under the Fair Labor Standards Act are meng We « to in- 
crease all other minimums to $1 as rapidly as economically feasible, 
They are also mandated not to permit any minimum which would 
give an industry in Puerto Rico a competitive advantage over a cém- 
parable industry on the mainland. 

5. Finally, I want to point out to you that the position of the man- 
ufacturers’ association is identical with the position our Resident 
Commissioner and our Secretary of Labor took on this issue when / 
they testified before the Senate Labor Committee last year. There 
has been no change in economic conditions warranting a change in 
that position. 

I am grateful to you for your time and your consideration. 

Now, in closing, I would fike to say that when you give your kind 
consideration to this very important matter, you do not look at it 
from the point of view of industry in itself. It is the need that 
Puerto Rico has for being industrialized so as to produce jobs and 
curtail unemployment. That is the vital thing. It isn’t pees 
to help industry as such to make industry make money. The idea 
is to create a lot of industry in Puerto Rico, and industrialize it to the 
benefit and welfare of the 2.3 million citizens that we have there. 

I es me Lag * much the time that _ have given me. 

Mr. Lanprvum. , 


hank you very muc 

Mr. Roosevetr. Mr. Valdes, Seapaubtlates, too, your statement and 
the material which you have given us to read and to study. Could 
you tell me, as far as you know, does the price range of the things 
which the people of Puerto Rico buy, and the necessities of life—what 
is the difference between that and the price range in the United 
States ? 

Mr. Vaupes. In commodities such as what? 

Mr. Roosevet. Clothing, food, and things of that kind. Are they 
appreciably lower? Let ustake clothing for an example. 

r. Vaupes. Well, as to clothing, I wouldn’t say that they were 
pens I think in certain items, you can buy cheaper up here. It all 
epends. 
r. Roosevet. It is not much lower, is it ? 

Mr. Vaupes. I don’t think it is much lower; no. 

Mr. Roosevett. If we don’t increase the minimum wage, what we 
are doing is condemning the people of Puerto Rico to perpetual pov- 
erty, and I don’t believe you or anybody else wants to do that, do 
you 

Mr. Vaupes. We certainly do not. We certainly want to increase 
wages. We don’t want to remain static, God forbid. We want the 
economy of Puerto Rico to go up, and we want the people to have 
purchasing power. If they don’t make anything, they can’t buy any- 
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thing. We certainly want them to make money. We want them to 
spend it. But what we don’t want is for them to not make money. 
That is why I say that we should not look at it from the standpoint of 
industry as such, but we want to create jobs where people will make 
money, so that they can live and they can spend and create a sound 
economy. We are not against increases in wages at all. We are not 
against the $1.25 minimum as a goal, but not in the least, we are very 
much in favor of it. 

Mr. Roosevetr. Now, do you know the difference in transportation 
costs between the east coast mainland and Puerto Rico, and particu- 
larly you referred to beer as a commodity. A New York company 
that makes beer is not protected in any way on transportation costs 
if it wants to sell its beer in California. We would consider that to 
be highly uneconomic and we make no effort to protect it through a 
wage adjustment. It must go out and must either absorb the differ- 
ence if it can, or else it goes out and manufactures in that particular 
place. I don’t quite understand the argument that you would ask us 
to keep the wage scale lower in order to compensate for the transpor- 
tation cost, so that you could enter the beer market in New York. It 
does not seem to me to make much sense. 

Mr. Vanes. To begin with, Mr. Roosevelt, the American breweries 
are built in different parts of the United States, as you know, in 
Newark, and Los Angeles, and Tampa, and so on and so forth. We 
are not asking you to do that at all. 

By the way, my company is not affected at all by this. Absolutely 
not, and we don’t think we can compete with these people up here, 
either, and we don’t expect to. But we are doing this more to satisfy 
a certain demand that Puerto Ricans living up here have for this beer. 
They like to drink something from their own country and that is all. 
I don’t think that would amount to anything. 

Mr. Roosrvett. But you do not sell it up here at the same price 
that you sell it down there. You sell it at an increased price which 
covers your cost of transportation. 

Mr. Vanes. Yes; we sell it at a higher price. We are not really 
competing on the same class at all. It 1s what you might say, it would 
bea sort of a luxury. 

_ Mr. Rooseverr. I wanted to bring that out, because I didn’t think 
it was quite applicable here. 

Mr. Vatpes. We are paying more than the minimum there, you 
know. We have a very liberal union contract, and our people there 
have hospitalization and medical free for themselves and their families 
and everybody living under their roof. They get a week’s bonus for 
Christmas, and lots of other things. 

Mr. Roosevet. It sounds like a good business. Now, the pamphlet 
which you have submitted here by Mr. Barton and Mr, Solo, who are 
these gentlemen ? 

Mr. Vatpes. Well, I really don’t know who Mr. Solo is. I haven’t 
met him. Mr. Barton at the present moment, or at least, now I know, 
he is with the Government of Puerto Rico. 

Mr. Roosrvett. Mr. Barton is with the Government of Puerto Rico. 

Mr. Vaupes. And Mr. Solo I don’t know. 

Mr. Roosevett. Now, are we to gather that this is a publication of 
thay University, that is, paid for and put out by Harvard Uni- 
versity 
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Mr. Vaxpes. I was told that this was paid for by Harvard. I was 
informed of that, Mr. Roosevelt, and I don’t want to assure you of 
that. I don’t know it of my own knowledge. I was told that. 

Mr. Roosevett. All right, sir. 

Mr. Vanes. I understand it was used there in a seminar or some- 
thing like that. 

Mr. Roosevett. But, however, you don’t know whether it is an 
official publication of the university or just of these two gentlemen! 
I gather it was delivered there. We can find that out, I am sure. 

Mr. Vaupes. Mr. Barton is one of the top economists of the Fomento 
there in Puerto Rico. He is one of the most important economists 
there. Mr. Solo, I really don’t know who he is. 

Mr. Roosevett. On page 4 of your testimony, when you referred to 
the fact that in the manufacturing field the average manufacturing 
wage in Puerto Rico is 91 cents, and you compare it to the southern 
clothing industry of $1.17, and you say that this is the main thing 
you are competing with. However, that 91 cents takes in all manu- 
facturing, doesn’t it ? 

Mr. Vaupes. All manufacturing; yes. 

Mr. Roosevett. What percentage of it is made up of clothing indus- 
try figures ? 

Mr. Vaupes. I will have to make a guess on that. I really couldn't 
tell you exactly. 

Mr. Roosreveit. My reason for the question is that I am not sure 
the comparison is quite fair, because you compare it to the southern 
clothing industry of $1.17; we in actuality in the South Atlantic 
States, the average in 1957 was $1.57, and in the West South Central 
States it was $1.84, and in the East South Central States it was $1.64. 
So unless it was a very, very large percentage, we are not comparing 
like things or similar things. It would seem to me to be, therefore, 
somewhat questionable as a comparison. 

Mr. Vaupes. Mr. Dubinski has sat on some of these committees down 
there in Puerto Rico, and he has agreed with the findings. 

Mr. Roosrvetr. You mean he has agreed that your overall figures 
are 91 cents? 

Mr. Vanes. No; for the industry, the wages for the industry. He 
has agreed that they couldn’t pay any higher than what they decided 
to pay. 

Mr. Roosevett. I do not doubt that. and I also note, however, that 
Mr. Dubinski is represented in the Joint Minimum Wage Committee 
which has reached approval and agreement with the Government 
representatives on the application of the new law. That is to existing 
coverage. 

Now, there is as I understand it, no agreement yet as to what may 
be covered in the future, and it is certainly something that we would 
want to look at. 

Mr. Lanprum. Do you mean Mr. Dubinski and his associates have 
agreed in advance what will be done over there depending upon what 
we do here? 

Mr. Roosrvett. No; they are supporting the position taken by the 
Secretary of Labor in his statement today. They support it and say 
that this is in their opinion a good sound formula. 
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Mr. Lanprum. Mr. Dubinski is decreeing what we will do here. 
Mr. Roosevet. I don’t think that that is a fair statement in any 
way, Mr. Chairman. However, certainly you wouldn’t want to deny 
him the right to comment on any suggestion which is made, would 
ou? 
. Mr. Lanprum. By no means. I just don’t want him to agree in 
advance what we are going to do. 

Mr. Roosevett. I don’t see how he would ever do such a thing. 

Mr. Vaupes. We are materially in accord with the views expressed 
by the Secretary of Labor of Puerto Rico, with the exception of the 
across-the-board arbitrary increase. 

Mr. Roosevett. Actually you are in agreement provided that it is 
adjustable, but you think that the adjustment is somewhat difficult 
because it only goes back 1 year where you might have had a change 
up to a year ago. That is your point, is it not? 

Mr. Vanes. That is right; and you see it was established, and in 
fact the law was changed so that these reviews would be made every 
2 years. Now, here you have a review in a year and a week. 

Mr. Roosevett. That would be true in some instances. 

Mr. Vaupes. Yes; or a year and a half. 

Mr. Roosevett. I presume, and we will certainly ask the Secretary 
whether he might give us some information as to how many would 
be in that category, and how many would roughly come into the end 
of the 2-year period. 

Mr. Vaupes. It would be pretty tough because you would get a slap 
from that increase, and believe me when I tell you I look at these 
things absolutely from the sidé of labor. I may be mistaken, like 
anybody else, but what I would like is employment and again full 
employment, and as much salaries, and wages as possible. That is 
what we would really like. That is what behooves Puerto Rico, and 
we don’t want any awe labor, and we don’t want people there that 
can’t cover their expenses if they drink a beer they can’t have lunch 
or something like that. We want people to have just the highest 
standards possible. That is what we want and for that we need 
industry. 

But if you price industry out of the market, then there is nothing. 
It is just like two and two make four. I am not an economist, or any- 
thing like that, but to me it seems very plain. If you have to close 
an industry, you are going to get unemployment. You are not going 
to open that industry on the basis of slave labor or anything like that ; 
no. But let us do everything we possibly can to help develop those 
jobs, and to increase just as soon as you can. 

In 3 or 4 years they have trebled some of those wages. Those com- 
mittees aren’t fooling. 

Mr. Lanoprvum. Is there a possibility that we may be pricing our- 
selves out of the market here in the mainland ¢ 

Mr. Vaupes. Well, what would you say ? 

Mr. Hiestanp. Mr. Chairman, I am very much impressed with Mr. 
Valdes’ testimony. It reveals the thinking, in my judgment, of an 
enlightened employer of which we are having an increased number of 
people in the United States. Namely, that is, that we want to pay as 
much as can possibly be paid to our employees for economic reasons 





166 MINIMUM WAGE-HOUR LEGISLATION 


and for social reasons and as a matter of principle. Your viewpoint 
is to me very impressive, and I appreciate it. 

Now, I only have a couple of questions. I am sorry to betray my 
ignorance, but on page 5 you say it would thus appear that the cost of 
acceleration of wage increases after 1955 was of the order of 35,000 to 
5,000 jobs in fomento plants. I am unfamiliar with the term “fo- 
mento. 

Mr. Vaupes. Those are those plants where the Government has 
helped and assisted, either rented their place or given them an exemp- 
tion of tax. 

Mr. Hrestanp. Could we call it semisubsidized plants ? 

Mr. Vaupes. It is the Operation Bootstrap, really, and fomento in 
Spanish means to develop or to make. It is to promote. 

Mr. Hiesranp. I have one other question. I note in the tabulation 
of the increases voted by the committees, the industry committee, and 
the combination industry and employer and employees committees, in 
some cases they were large and in other cases ~ were very small and 
perhaps 1-cent increase. Conceivably if we adopt a policy, as was 
recommended by the Commissioner and the Secretary of a relative per- 
cent in all lines, that may put some lines out of business. 

I take it that oy are opposed to a cent across-the-board increase as 
they = at a flat set of percentage increases. Do you favor or op- 

that 

> Vaupes. Mr. Hiestand, I oppose that for the simple reason that 
I don’t see that there is anything scientific about it other than because 
vou want to do it. Remember that this committee of nine responsible 
men had the evidence, the industry supplied evidence and labor sup- 
plied evidence to the effect of how much they could pay. These nine 
men decided that they should pay 80 cents as a maximum, and the 
have a maximum of $1, but they decided where labor was coven 
they decided on the basis of that data, that it was 80 cents. Thena 
law comes along in a year and a half, nad there is a 25-percent in- 
crease without any evidence. 

Mr. Hrestanp. You believe, in other words, that a set of increases 
based on a flat percentage might be just as damaging to employment as 
a set of increases based on dollars and cents ? 

Mr. Vaupes. Either way. They are both bad. 

Mr. Hiestanp. You favor, however, the continuation of the com- 
mittees ¢ 

Mr. Vaupes. Absolutely. I think the other thing is inconsistent 
with good economy. 

Mr. Dent. I noticed throughout the testimony, Mr. Valdes, that you 
refer to your needle trades and underlying your position here in asking 
the continuation of the present system be maintained, is the fact 
that you are competing with the needle trades in Japan and the 
Philippines and Hong Kong, and the other lower wage rate coun- 
tries. By that are we to assume that your basic consideration of in- 
creases in that particular trade would be based upon how you could 
compete with your wage rate as against the wage rate paid in these 
other areas? 

In other words, you would consider that in setting up your minimum 
in your particular country ; is that right? 
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Mr. Va.pes. In my personal opinion, I think that that would be an 

impossibility, because we could never pay such low wages as to com- 

in every way with those people. We just could not do it, that is 

all. But we would like to create other jobs that are more gainful, and 
it is occurring in Puerto Rico and it is happening now. 

Mr. Dent. in your testimony you said that one of the considerations 
that you had to consider in the setting of rates in the needle trades was 
this influx of lower wage goods into the competitive market. 

Mr. Vatpes. That is one of the things, yes. 

Mr. Dent. In other words, that would have to be considered before 
you would be able to set a higher minimum in the needle trades in- 
dustry, is that right? 

Mr. Vaupes. I think everything has to be considered, Mr. Dent. 
Everything has to be considered. That is one of the arg, that has to 
be considered. We cannot be so liberal in the wages in that industry 
as we can in another industry. But now the way I look at this thing, 
and this is my very, very personal view, if something is not done in 
the United States to curtail—I am not saying what should be done— 
if something is not done to curtail this og epi from these very low 
wage countries, we are going to have to adjust our economy in such a 
way that that kind of work is not done. In other words, you take the 
town of Mayaguez, which was a typical needle industry town, that is 
gone. But things are not so bad in this way. That has gone, and that 
is an industry that made gloves. The wages are really too low, and 
I don’t think in Puerto Rico that would last too long. But now, for 
instance, in Mayaguez they are opening a tuna cannery. That is going 
to give work to lots of those women who worked there. And it will be 
more gainful and they will get more money in the cannery than that. 
That is what the island will eventually have to do, to try to go into 
industries and expand industries where people can get more money, 
and where you don’t have to compete with Hong Kong. That is 10 
cents an hour. 

Mr. Dent. Now, my dear friend, the tuna industry on the west 
coast is complaining bitterly about the tuna canneries in Japan, and 
so you want to be very careful about this cannery you are opening 
up down there, and maybe you will be out of business and have to 
find another kind of an industry pretty soon. It might interest you 
to know that the Tariff Commission just recently refused any kind of 
relief to the particular group you are talking about, the glove manu- 
facturers in the United States, which, of course, would include your 
area, too. If wages are ever going to be set on the basis of import 
competition, then there is only one way that wages can go, and that is 
downward. We have no power to raise them in these other competi- 
tive countries. 

Mr. Vatpes. Except by taxes and tariffs. 

Mr. Dent. That is an ugly word. It is not for me but for some 


people. 

Mr. Puctnsk1. The gentleman is aware of legislation that some of 
us put in the other day, which would authorize the Secretary of Labor 
to take into consideration the wage differentials between the country 
and foreign imports, and then recommend to the President either 
changes in quotas or cManges in tariffs wherever he feels that foreign 
competition is in effect destroying an American industry. 
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Mr. Denr. Mr. Pucinski, the road from introduction to passage of 
that legislation is long, rocky, and curved. 

Mr. Puctnsx1. This legislation is probably an excellent example; 
is it not ¢ 

Mr. Dent. It is a bad situation and we may as well admit it. I 
just wanted to say I have made quite a review of the reciprocal trades 

roposals when they were made first by that t Secretary of State, 
Mr. Cordell Hull, and I found that one of the basic underlying princi- 
ples which is contrary to all of the testimony here, was that each 
country sell what it makes best and cheapest and in surplus to the 
country that needs it, and does not make that same product at a rate 
to compete, but at no time was there ever contemplated that we would 
subsidize either by tax exemption, low rate schedules of wages, or 
shipping considerations and subsidies the establishment of competi- 
tive industry in lines that we produce in surplus, We have gotten 
away completely from the basic idea of the whole thing, and until 
we get back to that basic thing, our problem is not going to be solved, 
Mr. Valdes, and it is going to be accelerated. There isn’t an indus. 
try that you can name. You say to us that we would rather stop the 
immigration to the United States and would rather sell you goods. 
Now, that is laudable, and I appreciate that you ought to try to keep 
your nationals there. But when you ship into the United States, we 
make everything that you are going to make in surplus now. So 
when you ship in, whether you ship your immigrants in and create 
unemployment, or ship your goods in, both have the same net result, 
erg create unemployment. 
r. VALpes. You know we are probably buying much more from 
you now than weare selling you. 

Mr. Dent. That is perfectly right. 

Mr. Vaupes. Things that we make down there, and shoes, and so on. 

Mr. Dent. How much sugar do you buy from us? 

Mr. Vatpes. We used to buy some refined sugar but not any more. 

Mr. Dent. We are buying shoes from you ? 

Mr. Vatpes. We are buying shoes from you, and we are buying 
china from you. 

Mr. Dent. But you are going to start a factory to make it, and 
you are going into ceramics. 

Mr. Vaupes. No; there is a ceramic plant there, and there is a plant 
there now, and still we are importing it. We have shoes, and we 
still are importing, the bulk of our shoes are imported. 

Mr. Dent. When you get to the point where you make all of the 
pottery that you need, in your country, and have a surplus, what are 
you going to do with it? 

Mr. Vavpes. I don’t think that I will be here then. 

Mr. Dent. Unless wages go up and your people can buy it, you 
will need it. 

Mr. Vaupes. That is a world problem. I think at the same time— 

Mr. Dent. I come from a heavily industrialized district that has 
a heavy unemployment problem, and it is due to many reasons and 
we will not go into the economics of it, but it is mechanization and 
importations which have been the main ingredients of our unemploy- 
ment. We still consume, on a pro rata personal consumption, a lot 
more, practically, than we consumed when I was a boy, but people are 
not working. 
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Mr. Vaupes. The thing is this: Of course, you can decide any- 
thing you want and have the people of Pureto Rico starve and go to 
dust, but I don’t think anyone wants that. I don’t think that that is 
what we want. 

Mr. Dent. This committee does not want it. 

Mr. Vaupes. What I have tried to do here is give an idea of what 
we think is the most reasonable thing in favor of labor, and not in 
favor of industry as such, but in favor of labor, so that labor will not 
become extinct. That is what I have in mind, Any cooperation that 
we can get from the Federal Government in that respect, I think, 
would be a wonderful thing. You people are spending a lot of mone 
in these underdeveloped countries that are not related to you at all, 
except by friendship. 

We are really related to you, and we are citizens of the United 
States, and I think you should give us a helping hand without damag- 
ing your interests. It is not unfair competition. But Puerto Rico 
has really problems, and it really has problems and you have a firm 
in Puerto Rico, if they have a parent company here, they have to send 
a manager down there, and they have to pay him use he is 
away from his folks, and he has to get an apartment and this and 
that, and he has trips back and forth, and there is shipping of mate- 
rials, and returning the materials, and higher inventories. it is really 
much more expensive. We are not fooling. It really is more expen- 
sive, and that is what we want to try to do. 

Mr. Lanprum. We do not want to foreclose your opportunity to 
state fully your views here. Mr. Pucinski desires to direct a question 
at mq and we are working against the clock. 

Mr. Pucinsx1. I have only one question of you. I was interested 
in the statement that you made, that you do not want us to price 
industry out of the market. Now, this is an argument that we are 
going to hear over and over again in the testimony on this legislation. 

ret, I am interested in seeing here, on these figures, and I presume 
these figures are correct, that since 1949 you have had four substantial 
salary increases in the average earning capacity of your workers. 

Mr. Vaupes. Yes, sir. 

Mr. Puctnsk1. In 1950 the average hourly earnings were 41 cents 
an hour, and in 1954 it was 49 cents an hour, and in 1955 it was 57 cents 
an hour, and in 1959 it was 90 cents an hour. 

_ Lam also interested in observing that in 1949 you had 64 factories 
in Puerto Rico, and today you have 431. In that same period, you, 
have managed to attract and build 367 additional factories. 

Now, I don’t quite understand where is the justification to the argu- 
ment that raising the salaries, and I am sure that with each one of 
these salary increases that I mentioned here, the same cry was made 
that you are driving industry underground because of higher salaries, 
when your record in your territory completely refutes this argument, 
because you have grown. Certainly your rate of growth of industry 
has been much higher than your rate of growth of salaries. There- 
fore, where is the justification that by increasing the salaries of these 
people by adopting this legislation and by creating a minimum and 
extending coverage we are going to drive industry out of your terri- 
ary, when you have been growing in the face of these steady increases 
in salary 
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Mr. Vaupgs. My answer to that would be this: Suppose just for 
argument, suppose the first increase was 4 years ago. Now, the situa- 
tion 4 years ago was different than in the last increase. It was differ- 
ent in that probably the people are more capable, and they have gotten 
used to doing this ind of work. 

Mr. Puctnsx1. The only question I want to find out, though, is this: 
How can you justify the statement and if you can I would like to know 
it. I am not arguing with you, I am asking you. How can you jus- 
tify the statement that increasing the minimum wages of your workers 
is going to price your industry out of the market when by your own 
statistics in your territory, you have had a fantastic growth and you 
have had steady increases in salaries? Wouldn’t then the same argu- 
ment that you are giving here today apply in 1954 when you went to 
49 cents, and in 1955 when you went to 57 cents, and in 1959 when you 
went to 90 cents? 

Wouldn’t you then say that you ought to have a rollback and you 
would not have had this! Yet you testified here today about the new 
industries that you are opening and contemplating. 

Are these people abandoning Puerto Rico because you have now 
gone up to an average of 90 cents an hour? 

Mr. Vaupes. I would say no. 

Mr. Puctnsxi. If they are not, what makes you believe that they 
will abandon Puerto Rico any more if you go up to $1 an hour or $1.25 
an hour? 

Mr. Vavpes. I don’t say that this or that firm or what firm is going 
to leave. I dont’ say that, because I don’t know. But I am against 
this increase and I am not against the other increases that were made, 
because the other increases were made in a conscientious manner, 
studying the facts of each case every year. 

Mr. Puctnsxkti. That is why we are here today, and we are attempt- 
ing a conscientious study. 

r. Vaupes. This isn’t a study, this is just going to be right across 
the board. 

Mr. Lanprum. Could I suggest perhaps instead of conscientious, 
that perhaps scientific would be better ? 

Mr. Vaupes. That would be better. I am a little green in my Eng- 
lish. But now if it was 15 cents or whatever it was, if it came out of 
a hearing or a committee hearing, of these nine men, it would be all 
right, because it means that the industry can do it. But just out ofa 
clear sky to do that, that is bad. Suppose they met and they said that 
this industry after studying this thing, their prices should go up 2% 
cents. That isall right. But I ert: not approve if they said “This 
industry should be increased 15 cents, without seeing anything.” The 
25 cents I accept, after investigating it, and after they review the ree- 
ord. But still I would say, I am not saying with 5-cent increases 
because we don’t know that the situation is. It may be that lots of 
people could carry this, and not close. I am not going to say that. 

r. Puctnsxi. What you are saying here is that if we make a 
scientific investigation of the situation in Puerto Rico and decide 
that you can pay $1.25 an hour on the basis of a great deal of investi- 
gation, then you feel that the statement you earlier made that we are 
going to price industry out of the market is not necessarily a sub- 
stantiated statement. 
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Mr. Vanes. I mean for each industry, of course. That is in ac- 
cordance with its conditions. 

Mr. Pucinsxi. Thank you very much. 

Mr. Vatpes. I don’t mean $1.25 cents for everybody. 

Mr. Pucinski. Your own testimony today, I am sure, is going to 
help us arrive at that scientific answer that you suggested. 

Mr. Lanprum. Thank you, Mr. Valdes. 

We will adjourn until tomorrow at 10 o’clock, when the committee 
will have Mr. James Suffridge of the retail clerks. 

(Whereupon, at 12:10 p.m. the committee was recessed, to reconvene 
at 10 a.m., Thursday, March 24, 1960.) 
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THURSDAY, MARCH 24, 1960 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON LaBor STANDARDS, 
CoMMITTEE ON EpucaTIoNn AND Lasor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 429 
of the Old House Office Building, Hon. Phil M. Landrum (chairman 
of the subcommittee) presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, 
Ayres, and Hiestand. 

Also present: Representative Kearns. 

Also present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The subcommittee will come to order. 

Our first witness this morning is Mr. James A. Suffridge, president 
of the Retail Clerks Internationa] Association. 

You may proceed, Mr. Suffridge. 

Mr. Surrriper, Thank you, Mr. Chairman. 


STATEMENTS OF JAMES A. SUFFRIDGE, PRESIDENT, RETAIL 
CLERKS INTERNATIONAL ASSOCIATION, AFL-CIO; ACCOMPANIED 
BY BEN B. SELIGMAN, DIRECTOR OF EDUCATION AND RESEARCH ; 
AND CHARLES B. LIPSEN, DIRECTOR OF ACTIVE BALLOT CLUB 
SPONSORED BY THE INTERNATIONAL ASSOCIATION 


Mr. Surrrivce. Mr. Chairman and members of the subcommittee, 
I have submitted for your information a ll e document for the 
general extension of coverage provided under R. 4488, and for the 
raising of the legal minimum wage from $1,00 to $1.25 per hour. 

Today, with your permission, I would like to speak briefly on this 
subject, after which I will endeavor to answer any questions the 
committee members may wish to ask. 

The Retail Clerks International Association is about eighth in size 
in the AFL-CIO. It has a paid-up membership of approximately 
350,000 members containing pad sory units well in excess of 400,000 
retail employees. Workers employed in retailing were shocked in 1938 
when in their opinion, Congress arbitrarily discriminated inst 
them by specifically excluding the retail industry from the Fair Labor 
Standards Act. They were disappointed again 10 years later when 
the action of 1938 was compounded by an even deeper cut being made 
in retail coverage. 

We are not speaking, gentlemen, of some small industry that oper- 
ates around the periphery of American life. We are talking about an 
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The corporate pattern of growth and increased power is certain to 
continue. In view of these facts, I am sure that you will agree with 
me, that Congress cannot justify in the year 1960 the continuation 
of such discrimination against retail store employees, working in large 
chains, such as Sears, with a volume of over illion per year; with 
the Atlantic & Pacific Tea Co. with annual volume a see than $5 
billion, not to mention the many other large chains whose business 
runs into the hundreds of millions of dollars per year. The part of 
retailing that we ask to be covered by the Fair Labor Standards Act, 
has annual sales equal to 19 percent of the gross national product of 
our country. 

I might emphasize that retailing is the largest single industry in 
the United States; that retailing operations cross State lines through 
central management, advertising, purchasing, and the transportation 
of millions of dollars worth of in commerce. 

We frequently hear, and correctly so, that many of the retailers only 
net 1, 2 or 3 percent per year on sales. What we seldom hear, how- 
ever, is that their percentage of net profit on investment is not too 
bad. Take, for example, 1958. The American Stores’ percentage of 

rofit, per net worth, was 23.5 percent; Colonial Stores, 24.2 percent; 

ood Fair, 34 percent; A. & P. Tea Co., 28.3 percent; Krogers, 28 
percent; Safeway, 31.8 percent and Winn-Dixie, 47.7 percent. The 
average for all food chains was 28.6 profit as percentage of net worth, 
before taxes, in 1958. . 

Gentlemen, I reemphasize, we are not talking about “mom and 
rr. stores. 

should also like to point out to you that productivity in retailin 
is higher than the national average. Retail productivity maton | 
36.5 percent since 1950, or 4 percent per year. This steams from two 
sources, one, from greater retail output which rose 31 percent since 
1950; and, two, from more intensive workloads on employees. In 
fact, the man-hours in retailing are less today than in 1950. In 1950, 
there were 327 million man-hours in retailing; today, 313 million. 
This reduction in man-hours was made despite the tremendous in- 
crease in volume, as well as the growth in population in our country. 

We would also like to mention that we have presented this com- 
mittee with evidence on numerous occasions showing that the na- 
tional chains sell their products by and large on a national markup 
basis. That is the same as in prewar days. As an example, in New 
Bern, N.C., Houston, Chicago, Boston, and San Francisco; and in 
other cities throughout the nation, goods are sold for the same iden- 
tical retail price. They sell the same products for the same price all 
over the country. That is perfectly all right with us. That’s man- 
agement’s business. They make the sole determination on the price 
for which their merchandise is to be sold. But, on the other hand, we 
must point out that in many of these cities, and this is important, the 
3 gt receive less than one-third the wages that the retail sales- 

ple working for the same enterprise receive, for example, in San 


rancisco. 

Gentlemen, I point out and wish to emphasize that the coverage 
urged by our organization will not jeopardize the fine old institution 
of retailing. The increase in wages will not bring about any kind 
of an economic shock, it will not add new members to the Retail Clerks 
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industry that distributes at retail about 43 percent of the total gross 
seshoual product of our entire Nation. I would also like to point 
out that we did not arrive at the $500,000 per year yardstick by chance 
or by flipping a coin. 

I mention that because I know there was some previous discussion 
on that subject before this committee. 

The National Labor Relations Board determined several years 
ago that an enterprise in retailing doing a volume of $500,000 or more 
per year, had a substantial effect on commerce and, therefore, appro- 
priately came under the jurisdiction of the NLRB. In fact, in the 
most recent Landrum-Griffin bill, this was the figure used by Congress 
on the “no man’s land” provision of the law. Furthermore, I would 
like to state not by selecting the $500,000 per year gross volume for 
coverage under the bill affecting retailing, we did not do so with a 
desire to discriminate against the retail workers working in stores 
doing less than $500,000 per year. We think that this cutoff is rea- 
mor, and that it is practicable; we think it is economically sound; 
morally right and politically possible. However, if the Congress 
wishes to lower the coverage figure by including smaller enterprises, 
no objection will be heard from our organization. 

We are very much aware, and I am sure that you are, that some 
of the associations or organizations representing the retailing indus- 
try are ruthless in their opposition to the extension of the Fair Labor 
Standards Act to cover retailing. I am sure that you are aware of 
their ability to flood your offices with letters from small retailers 
throughout the Nation. 

We were not at all surprised to view one of the films made by one 
of these organizations which was calculated, in our opinion, to de- 
ceive this committee with regard to this subject matter and the Ameri- 
can people generally. This misrepresentation to smal] retailers has 
been carried on by certain associations despite the fact that we have 
never proposed coverage for stores doing less than $500,000 per year 
in volume, nor have we ever asked for coverage of the so-called mom- 
and-pop stores. Even in the face of this fact, the film referred to 
depicted a very sad situation of the small retailers being squeezed 
out of business, if this bill passed. 

The interviewer, narrating this film, walked from door to door 
down the sidewalk, in what appeared to be a small town and called the 
little merchants out to the sidewalk where they were interviewed, 
and where they were caused to make pitiful pleas and predictions with 
regard to the adverse results that would be brought to bear on the 
small stores, if this bill was passed. This type of propaganda has 
not fooled members of this committee, but has had a misleading and 
confusing effect upon the thinking of many members of service and 
luncheon clubs wherever it was shown, 

The subject to which I wish to address my remarks today in con- 
nection with retailing is a serious one. _ 

The gent retailers in this country have increased in size and power 
through acquisitions and mergers. As an example, the Atlantic & 


Pacific Tea Co. is now the fourth largest corporation in the United 
States. It is exceeded in size only by General Motors, Standard Oil 
of New Jersey and the American Telephone & Telegraph Co. It is 
bigger than anything in steel; bigger than anything in chemicals or 
in the electrical industries. 
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International Association, nor will it raise the wages of our members 
in any instances that I know of, where our union has collective bar- 
gaining agreements. ky 

The increased coverage and raise in the minimum wage that we urge 
is well justified, both on an economic and moral basis. 

If big retailing is covered, it will be a great step forward in remoy- 
ing the tag of second-class citizenship from a substantial number of 
employees in the retail trade. It will enable these workers to make 
a greater contribution toward the economic growth of our country 
by raising their purchasing power. 

Large retailers doing more than $500,000 per year represent about 
4 percent of the retailers in the country, who account for about one- 
half the retail sales and about one-half of the employment. 

In supermarkets, there is even a greater concentration ; 3 percent of 
the firms have close to 70 percent of the outlets and also account for 
about 70 percent of the ules. Yes, gentlemen, we are talking about 
big business, business that can pay a $1.25 an hour wage without shock 
and without causing inflation. 

The other day while analyzing the pay schedule of the various areas, 
it occurred to me that it might be of interest to see what the wage scale 
is for some of the employees covered by RCIA collective bargaining 
agreements in the areas, that you gentlemen on this subcommittee 
call home. The wage scale for what is termed a regular food clerk, 
that is, an employee without supervisorial duties, and so forth, not 
counting his health, welfare, pensions, vacations, holidays, and the 
usual fringe benefits in these areas, is as follows: 

In Congressmen Roosevelt’s and Hiestand’s areas, the minimum rate 
for food clerks is $2.57 per hour. In Congressman Dent’s area, it is 
$2.29 per hour. In Congressman Pucinskt’s district, it is $2.23 per 
hour. In Congressman Landrum’s district, it 1s $1.93 per hour. In 
Congressman Ayres’ district, it is $2.17 per hour. These scales are 
certainly not high even with all of the fringe benefits. They do show, 
however, that the largest single industry in America can, from a stand- 
point of economics alone, grow and prosper if covered under the Fair 
Labor Standards Act as indicated and with the minimum raised to 
$1.25 an hour. 

(The more extensive statement submitted by Mr. Suffridge follows:) 


STATEMENT OF JAMES A. SUFFRIDGE, PRESIDENT, RETAIL CLERKS INTERNATIONAL 
Association, AFL-CIO 


Mr. Chairman and thembers of the subcommittee, my name is James A. 
Suffridge. I am president of the Retail Clerks International Association, AFL- 
CIO. This statement is submitted to your subcommittee on behalf of 350,000 
members of our organization employed in the retail establishments of the Nation 
as well as on behalf of several million retail employees. Our organization en- 
dorses the general extension of coverage provided for in H.R. 4488 and for the 
raising of the legal minimum wage from $1 to $1.25 an hour. We strongly urge 
your committee to report this bill favorably to the floor of the House of Rep 
resentatives. 

INADEQUACIES OF H.R. 7490 


On the other hand, we find that we must oppose H.R. 7490, as an inadequate 
approach to the very critical problem we face in this area. By no means cal 
this be considered as a satisfactory solution. Translating the criteria of pur 
chases and number of employees proposed by the bill into the economic realities 
of retailing, we find that the net effect would be to establish a virtual $5 million 
sales per annum cutoff as a basis for coverage. The average annual sales in 
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supermarkets, for example, approximates $50,000 per employee. With the cri- 
terion of 100 or more employees suggested in H.R. 7490 this implies sales of 
at least $5 million in a substantial part of the retail industry. This defect must 
be underscored in addition to the other glaring deficiencies of H.R. 7490. 

The ROIA, as an organization representing more than 350,000 employees in 
retail stores throughout the United States, is especially concerned with the 
question of extended coverage, for retailing is the major industry which is not 
now accorded the equal protection of the law. Moreover, the retail industry 
has now become giant business with ramifications extending across State and 
National lines in many directions. 

Large retail firms, as defined in H.R. 4488, include but 3.6 percent of the total 
number of retail outlets, yet in 1954 they accounted for 43 percent of retail 
sales and employment and 45 percent of retail payrolls. Indications are that 
this high degree of economic concentration has continued to increase in the 
last 6 years. In the supermarket sector of retailing alone, it was found in 1958 
that 3 percent of the firms included 66 percent of the supermarket outlets and 
accounted for 69 percent of sales. Each of these supermarkets was estimated 
to account on the average for sales of $1,400,000 per annum, The smaller com- 
panies, comprising enterprises from 1 to 10 stores, accounted for less than 
a third of supermarket sales with an average annual figure of $73,000. H.R. 
4488 will not affect stores of the latter type. It would, however, cover the larger 
“big business” type of retail enterprise, for it is these that employ a substantial 
proportion of the employees in the retail field, and who exert a marked and 
significant effect on the commerce. We agree that extended coverage should 
be accomplished without including small businesses whose relation to commerce 
is insubstantial. However, H.R. 7490 when translated would have the effect 
of excluding large as well as small business. 


INADEQUATE COMMERCE DEFINITION 


We do not agree with the limited application of the standards of commerce set 
forth in H.R. 7490. Its criterion, namely, the purchase of $1 million of mer- 
chandise and supplies per annum which move directly across State lines, is 
neither a proper, practical nor suitable legal standard for measuring coverage. 
Moreover, it would simply create administrative chaos, lead to serious inequi- 
ties in the enforcement of any legislation of this character, and in the long run 
place a premium on legal legerdemain. The warehousing and distribution tech- 
niques now developed by the large retail enterprises would permit them to avoid 
the application of this legislation, while numerous other retail enterprises would 
soon discover that a competitive windfall advantage will have been given to 
the genuinely large concerns. For example, almost all retail auto dealerships 
would fail to be covered by the bill because they do not make direct purchases 
across State lines. Automobiles are normally assembled in plants scattered 
throughout the major market areas, so that, for example, the States of New 
Jersey, California, and New York would have virtually no covered retail auto 
dealerships. 

The commerce criterion in H.R. 7490 would exclude retailers whose business 
practices include indirect purchases of goods shipped from outside the State, out- 
of-State sales, merchandise pickups made outside the State by the employees 
in the particular enterprise, interstate advertising and similar activities. The 
fact is that effects on commerce are accomplished by virtue of the total opera- 
tions of the large retail enterprises. They are going concerns whose total pur- 
chasing, warehousing, transportation, merchandising, selling and advertising 
create something more than mere local markets. Their range of operation is 
edly regional and frequently national in scope and is best measured by sales 
size. 

The latter has always been recognized by Congress and the executive branch 
of the Government as the best available measure of distinguishing small from 
large business in retailing. The definition of “substantial extent” and of “enter- 
prise” as used in H.R. 7490 poses an entirely new legal concept which has not 
yet been interpreted by the courts. This will undoubtedly require many years 
of litigation in order to determine its genuine meaning. 

On the other hand, the dollar volume of sales utilized as a standard is without 
question preferable to the criterion in H.R. 7490. Not only has it been used 
by the National Labor Relations Board in its own proceedings, but it is the only 
Teasonable economic measure of size and effect on commerce. It is an easily 
ascertainable and uncomplicated measure, whereas considerable difficulty has 
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Aside from the moral questions and issues of simple equity that are involved, 
such an estimate must be rejected on the basis of known facts. Our own 
studies, as well as data supplied by us in subsequent testimony below show that 
the average weekly hours of work in retailing approximate 40 hours. However, 
since the figures do include part-time workers, which are substantial in retailing, 
there is a fair proportion of work over 40 hours per week. 

The cost to employers of the overtime provision, however, would be negligible 
in terms of increased payrolls. First, many enlightened employers already pay 
premium rates for overtime in the ordinary course of events. For example, in 
the States of New York, New Jersey, and Ohio about 40 percent of present retail 
employees are already covered by time-and-a-half rates for overtime work, and 
this covers about 20 percent of retail employees. The cost of overtime pay as 
provided for in H.R. 4488, on the other hand, would be about 1 percent of total 
payrolls or about one-tenth of 1 percent for total sales. Assuming that an 
employee presently working in a variety store for 48 hours was receiving $1 an 
hour, overtime rates would increase his wage 8.3 percent. This is hardly the 
80-percent figure used by proponents of H.R. 7490. The failure of this bill to 
accord full protection to retail employees under the Fair Labor Standards Act 
perpetuates a pattern of unfair discrimination and makes third-class citizens out 
ofthem. This is deplorable. 

The facts conclusively demonstrate that only H.R. 4488 will rectify the existing 
anomaly by which retail employees are denied the protection which is their due. 

Our statement in support of the proposed amendments to the Fair Labor 
Standards Act as embodied in H.R. 4488 is directed primarily to the impact that 
the proposed legislation would have on the status of the low-paid retail em- 
ployee. We urge that the Fair Labor Standards Act of 1938 be amended so that 
all employees of a retail enterprise whose annual volume of sales is $500,000 or 
more and which is engaged in an activity affecting commerce would be required 
to comply with the minimum wage and maximum hour provisions of the act. 
All employees of a retail enterprise whose annual volume of sales is less than 
$500,000 would not be covered by this legislation. That in effect means a 
specific exclusion for the so-called mom and pop stores which are wholly and 
solely operated as a family business. Such small stores would remain the con- 
cern of the various States, since they do not substantially affect interstate 
commerce. 

CONGRESS HAS THE POWER TO CONTROL COMMERCE 


The problem of the underpaid employees of large retail establishments is 
fundamentally a matter of human welfare. We believe that the large retail 
enterprises can afford to pay a fair minimum wage to their employees. Congress 
through the proper exercise of its power to regulate commerce can raise the 
level of human dignity for retail employees and provide a decent minimum 
standard of living for them. This is as much a human matter as it is an eco- 
nomic one. According to available evidence the average hourly rates of pay in 
large retail businesses ranged from $1.18 per hour in 1950 to $1.71 in 1958. But 
these data do not reveal the entire story, for they fail to show the situation at 
the lower extreme of the range. The Department of Labor has shown that at 
least 20 percent of the employees of retail establishments earn less than $1 and 
another 23 percent earn between $1 and $1.25 an hour. Another Department of 
Labor study of over 6 million nonsupervisory employees in retail establishments 
showed that in October 1956, approximately 1.6 million employees or 26 percent 
of the total were receiving less than $1 an hour and another 1.5 million or 24 
percent of the total were getting between $1 and $1.25 an hour. 

This survey showed also that the very large retail enterprises had a greater 
proportion of employees receiving substandard wages. The proportion in retail 
enterprises with 11 stores or more which paid under $1 an hour was 28 percent 
in comparison with 26 percent for 1 store enterprises and 23 percent for enter- 
prises with 2 to 10 stores. 


LOW WAGES IN RETAILING ARE COMMON 


This fact does not startle us, for in an Arizona survey for February 1954, it 
was shown that the greatest concentration of low-wage rates among women 
employees of retail stores in that State was not among the smallest stores 
employing less than six employees, but rather among the largest establishments. 
In a similar study for New Jersey the same year retail stores with less than five 
employees showed smaller proportions of women who were paid under $1 an 
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been encountered whenever reliable information has been sought on the value 
of goods and materials flowing across State lines. Diverse kinds of information 
would have to be compiled under this bill, involving thousands of items pur- 
chased from many wholesalers within and without the particular State, re 
quiring a complex, time-consuming and costly administrative operation. H.R. 
7490 would turn extended coverage into a hollow and empty vessel, doing little 
to improve the welfare and status of the retail clerks who must now subsist 
on less than $1 an hour in so many cases. 


THE STANDARD OF 100 EMPLOYEES 


The requirement of H.R. 7490’s second criterion, namely, the employment of 
100 or more workers, would serve to continue the exemption for many firms that 
have a serious impact on commerce. Secretary of Labor Mitchell last year con- 
ceded that this criterion would cover only about one-third of the employees not 
covered at the present time. It is not at all clear just how the Secretary arrived 
at this estimate, for our own figures indicate that in the supermarket sector 
of retailing alone, almost half of the employees would not be covered by his 
standard. For retailing as a whole the significant point, however, is that the 
bill’s standard has no relationship at all to the employer’s impact on commerce. 
By no reasonable economic measure is it possible to relate the number of en- 
ployees in an establishment to the effect that such an establishment has on the 
level of business done. Certain retail firms with small number of employees, 
as in the automobile industry, heavy machinery and large appliances, have con- 
siderably larger per clerk sales than other types of retail establishments. Yet 
these employees would not be covered by H.R. 7490. 

It is interesting to observe that of all the States that have minimum wage 
legislation only one uses a criterion of this character. New Mexico applies its 
minimum wage law to those retail establishments with four or more employees. 
All the other States have rejected a criterion of this kind as being essentially 
irrelevant to the determination of the impact that a retail establishment has 
on business within the State. 

Let me cite an illustration of an actual situation which shows very forcibly 
the inadequacy of H.R. 7490's criteria. A retail grocery chain with 11 stores 
in a single State doing an annual volume of sales in excess of $7 million pur- 
chased over $5.5 million of supplies and materials. This enterprise would be 
exempt under the bill because some $3 million of purchases were made within 
the State and $2.5 million bought from a manufacturer outside the State who 
shipped the goods to his own warehouse in the State in which the grocery 
chain operates its stores. None of 'these purchases would be considered under 
the bill and this employer would be exempt despite the fact that he had already 
been held to affect commerce within the meaning of the National Labor Rela- 
tions Act. Moreover this employer had in excess of 200 employees so that the 
second standard would be contradicted by the first and coverage denied. 


RESORT TO ADMINISTRATIVE FIAT 


We should also like to call attention to the fact that the language in HR. 
7490 opens the entire question of extension to administrative fiat. The bill 
states that coverage will be extended to employers with an average weekly 
employment of 100 or more employees as measured by the last preceding calendar 
or fiscal year under regulations of the Secretary. It would be entirely possible, 
therefore, to exclude part-time employees from the computation of the necessary 
100 or more employees. In view of the fact that part-time employment in the 
retail field has become a most significant factor an administrative decision 
along these lines could virtually exclude all large retail establishments. Some 
large supermarkets for example employ as much as 60 percent of their total 
labor force on short hours. As you can see, this would wreak havoc with retail 
coverage. As is the case with the other criteria suggested by the bill this 
standard of 100 or more employees adds irrelevant, discriminatory, and arbitrary 
tests to the determination of coverage. 

Nor does H.R. 7490 concern itself with the application of overtime provisions. 
This would be the first time within memory that an industry would be given 
merely partial coverage. Proponents of H.%. 7490 contend that time-and-a-half 
for overtime would increase the wages bill of such establishments as service 
stations, variety stores, food stores and other retail firms by 80 percent. Un- 
fortunately, they failed to give the basis for this irresponsible overestimate. 
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for lunch. Her work is unlike that of other white collar workers, for she has 
very little chance to sit down during working hours. At the end of an 8-hour 
day, the average retail employee is physically tired and, due to the nature of 
this work, her efficiency is at a low ebb at the end of the day. The retail 
employee should not be required to work more than 40 hours per week unless 
the employer pays her a premium of time and one-half the regular rate of pay. 


LOW LIVING STANDARDS FOR RETAIL EMPLOYEES 


Underpaid employees in large scale retailing also undergo considerable priva- 
tion. These low paid employees can provide their dependents and themselves 
only with meager food, little and inadequate clothing, poor housing and insuffi- 
cient medical care and education. An AFL-CIO survey in 1956-57 in Asheville, 
N.C.; Springfield, Mo., and Pottsville, Pa., clearly demonstrated the far-reaching 
and devastating effects of substandard wages on retail employees and their 
families. 

This survey showed that a great proportion of retail clerks could not support 
themselves and their families on a minimum adequate budget designed for a 
family of four persons. In 1957 it required $2.19 an hour for a fully employed 
retail worker with a wife and two children to maintain current standards of 
adequate consumption at low cost in New York City. In San Francisco in 1957 
it took a minimum of $2.80 an hour to afford a similar family all of those 
things which are commonly accepted standards of living. The U.S. Department 
of Labor estimated in the spring of 1958 that $2.25 was the minimum wage 
necessary for a family of this size to have a modest but adequate standard of 
living in an American city. Yet the contrast between these requirements and 
what the retail clerk actually receives in earnings is a shocking one. 

The plight of single female employees is just as depressing as that of em- 
ployees with dependents. In April 1955, the minimum straight time hourly 
rate of pay, $1.44, based upon full-time employment at 40 hours a week for 
530 weeks was necessary to maintain a single woman without dependents. This 
figure was slightly more in June 1957. These data show beyond doubt the 
degree to which hourly wage rates of women retail workers fall below the low- 
est possible standard on which they can subsist. 

The low standards of living, which are a result of low wages, have been ac- 
centuated and worsened by the rise in the cost of living in recent years. This 
rise has been reflected in the Consumer Price Index published by the U.S. De- 
partment of Labor. The rise in the general price level has created a situation in 
which the purchasing power of the average retail employee’s earnings was 
oo three times as great in 1939 and over twice as great in 1945 as that 
n 1957. 

The argument has been offered that there are geographic differences to be 
considered. Actually, the difference in the cost of the same standard of living 
is slight between geographical areas. Earlier testimony on proposals to revise 
the Fair Labor Standards Act indicated that the cost of living does not vary 
greatly from one geographical area to another although there are some slight 
variations. Studies by the Bureau of Labor Statistics show that the difference 
in the cost of living between a city of 100,000 or more and one of 2,500 persons 
might be at the most 15 percent and probably not more than 10 percent. It 
seems quite clear that the principal difference between urban areas and rural 
areas or between geographical areas is primarily one of living standards and not 
of living costs. 

The hourly rate of pay in 1958 based upon full-time employment necessary 
to maintain a wage earner, his wife and two children at a minimum decent 
standard of living for certain cities was as follows: 


Pmante Arb) Coie 8) ie) Ley $2. 28 | Philadelphia____-___......------ $2.15 
mpvetamee 3 So be sous 2. 25 | Portland, Oreg___---..-..-.----- 2. 25 
EA LST BR 2. 25 | Savannah_-__--_-----____-----_- 2. 03 
wow VOCE 21 2s Ne ol wen 2. 15 


As a matter of fact the rise in the cost of living from 1939 and from 1945 to 
1958 was greater in such southern cities as Atlanta and Houston than in New 
York and Philadelphia and greater than the increase for the Nation as a whole. 
The significance of these facts is striking when we consider that there is a 
greater proportion of low paid retail employees in the South than in any other 
part of the Nation. 
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hour than any of the larger size store groups. The proportion of women receiving 
less than $1 an hour in stores with 50 or more employees was greater by far than 
any of the smaller size groups of stores. The overall figures for men and 
women workers in retail stores in New Jersey showed the same results. 

But to move from the realm of statistics to that of practical affairs, our experi- 
ence in RCIA has been quite the same. Small retailers often pay higher hourly 
rates of pay than the larger establishments. A small shopowner cannot depend 
upon the services of an ordinary, inexperienced clerk. He requires the services 
of a skilled all-round employee capable of performing all the tasks necessary 
in a shop, whether it be inventory control, selling or display. Such an employee 
must be paid a wage consonant with his capabilities, a wage which is as high 
or higher than that paid by large retailers in the same locality. His services 
are more than those of an order taker, checker, or package wrapper. Work in 
the large stores is often broken down into narrow job functions and duties, 
which call for less experience and training. The small shop, requiring more 
skilled assistance, is thus frequently at a competitive disadvantage. 

How many underpaid employees are there in large retail enterprises with 
sales of $500,000 or more annually? In November 1958, the Monthly Labor 
Review reported that there were about 2,785,000 nonsupervisory employees of 
retail enterprises with annual sales of $500,000 or more. Of these, about 300,000 
are now covered by the present law because of their particular crafts, leaving 
about 2,485,000 retail employees who would be newly covered by extended cover- 
age. Using the October 1956, survey cited above as a base, we estimate that 
700,000 retail employees of large scale retail enterprises earn less than $1 an 
hour and another 600,000 earn between $1 and $1.25 an hour. 

The position of women, who constitute about 37 percent of all employees in 
retailing, is worse than that of men in the industry. The average paid to men 
was $1.45 an hour and to women $1.07. Forty-one percent of all women retail 
employees earned less than $1 in October 1956, and 30 percent earned between 
$1 and $1.25 per hour, whereas about 17 percent of male retail workers earned 
under $1 and 20 percent between $1 and $1.25 an hour. 


OVERTIME AND PART-TIME EMPLOYMENT 


Overtime, in large-scale retailing, is also of concern to us. Average weekly 
hours or work in the retailing industry in 1957 were 38.1 and in October 1958, 
were 37.8. 

These figures, however, include the hours of work of part-time employees. 
Of the total number of 5% million employees in retail establishments which 
operated throughout 1954, slightly more than 1 million worked less than a full 
workweek. Retail establishments with sales in excess of $500,000 in 1954 had 
2.4 million employees of whom almost 500,000 worked less than a full workweek. 

State surveys for Maine in 1952, New Jersey in July 1954, Ohio in March 1958, 
and New York in September 1955, show that the proportion of part-time employ- 
ment in retailing is quite pronounced. These surveys and the 1954 census data 
above indicate that about one-fifth of the working force of the large retailers are 
employed on a part-time basis. It is anticipated that the new Census of Business 
for 1958 will show an even greater increase in part-time employment. 

When the effect of part-time employment is eliminated from data on hours of 
work, the amount of overtime work is considerable. This is supported by a 
survey made by our organization in 1957 in Terre Haute, Ind.; Chicago, IIL; 
East St. Louis, Ill., and Seattle, Wash. 

The actual hours of work of individual employees often exeeed the scheduled 
hours. Thus, in New Jersey in 1954, 74 percent of the men and under one-third 
of the full-time women workers in retailing worked over 40 hours per week. In 
March 1955, data for Ohio showed 59 percent of the full-time retail male em- 
ployees and 30 percent of the women in Ohio worked in excess of 40 hours. In 
Arizona in February 1954, 23 percent of the women in retailing worked 40 to 44 
hours and 32 percent worked over 44 hours. In September 1955, 38 percent of 
all employees in retailing in New York (including part-time workers) worked 
more than 40 hours a week. 

Now, overtime work of this character, most of it on a straight-time basis, has 
a harmful effect on health, efficiency, and income. It seems to us essential 
that the protection of the law is required here. Almost every retail employee 
who works full time (schedule of 8 hours per day, 5 days per week) must 
stand on her feet during her entire tour of duty without respite, except possibly 
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RETAILING DOES AFFECT COM MERCE 


Congress has full constitutional powers to extend coverage of the present act 
to large retailers whose activities affect commerce. This fact has been wel] 
settled by the legislative and judicial history of section 2 (7) of the National 
Labor Relations Act, which is related to the question of the regulation of com- 
merce. 

The standards with respect to retailing in H.R. 4488 are the same as those 
which have been adopted by the National Labor Relations Board effective 
November 1, 1958. The Courts and the National Labor Relations Board haye 
consistently held that large scale retail enterprises of the kind included under 
H.R. 4488 are within the commerce regulating power of Congress because their 
activities affect commerce. This interpretation applies even though the actual 
sale of goods at retail by a large concern seems to be a local matter. The selling 
function, however, cannot be divorced from the directly related and essential 
functions of purchasing, warehousing, financing, management, advertising, per- 
sonnel training and general decisionmaking. ‘These functions, when exercised 
across State lines, under judicial and Board decisions, usually bring any such 
concern within the meaning of activities that affect commerce and, therefore, 
within the commerce regulating power of Congress. In some instances the 
volume of retail sales across State lines, alone, may bring about the same 
result. 

The history of the commerce provision in the National Labor Relations Act 
shows that the Board, with the overwhelming approval of the courts, has not 
extended its jurisdiction under that law to small retail enterprises which are 
almost entirely local in every respect and do not have a substantial impact on 
interstate commerce. 

In one well known case involving the J. L. Hudson Co. of Detroit, the Court 
said: 

“The Supreme Court, since the promulgation of its opinion in National Labor 
Relations Board v. Jones and Laughlin Steel Corporation (301 U.S. 1, 37; 578. Ct. 
615, 81 L. Ed. 893, 108 A.L.R. 1352), has adhered to the doctrine that activities, 
intrastate in character when separately considered, if so closely and substan- 
tially related to interstate commerce that their control is essential or appro- 
priate for the protection of interstate commerce from burden or obstruction, 
fall within the ambit of control by Congress.” (NLRB v. J. L. Hudson Co. 
(1943) 135F. 2d 380, certiorari denied 320 U.S. 740.) 

This case involved a large retail department store in Detroit which had no 
retail stores outside of Michigan, but which had buying office outside that State 
and made substantial purchases outside the borders of Michigan. Yet the court 
held that Congress had the right to control commerce in this instance. 

In another case involving three meat markets in Akron, Ohio, all sales were 
made within the State, but $100,000 of the total annual purchases were made 
outside the State. The Ohio Court of Appeals found that the business was 
“purely of a local character.” The Supreme Court of the United States reversed 
the Ohio Court and stated : 

“We do not agree that the respondent’s interstate purchases were so negligible 
that its business cannot be said to affect interstate commerce within the meaning 
of section 2(7) of the National Labor Relations Act.” (In Amalgamated Meat 
Cutters v. Fairlawn Markets (1957) 353 U.S. 22, 89 LRRM 2571, 2572.) While 
the “affecting commerce provision” under the commerce clause might enable the 
National Labor Relations Board (and the Congress) to extend jurisdiction over 
countless numbers of small retailers, the Board has consistently exercised reason- 
able discretion by refusing to exercise jurisdiction over any such small retail 
enterprise which may affect commerce in but a small or slight degree. 
Board has reasoned, with the approval of the courts, that in such cases it would 
not effectuate the policies of the National Labor Relations Board nor of the 
Congress to assert jurisdiction over them. The theory underlying such exemp- 
tions is that the business must be almost entirely local in every respect. The 
half million dollar annual sales test used by the Board for retail enterprises is 
the measure which shows a substantial impact on interstate commerce. 


HALF MILLION DOLLAR CUTOFF IS REASONABLE 


The Carolina Supplies and Cement Co. was a retail building supply company 
which had gross sales of $635,000 wholly within the State and total purchases 
of $336,000 from outside the State. In this case the Board in November 1958 set 
up the following standard: 
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“The Board has decided that it will assert jurisdiction over all retail enter- 
prises which fall within its statutory jurisdiction and which do a gross volume 
of business of at least $500,000 per annum. The Board will apply this standard 
to the total operations of an enterprise whether it consists of one or more estab- 
lishments or locations, and whether it operates in one or more States.” 

In another case, Siemons Mailing Service, the Board stated: 

“* * * the Board will continue to apply the concept that it is the impact on 
commerce, of the totality of an employer’s operations that should determine 
whether or not the Board will assert jurisdiction over a particular employer.” 

We state, therefore, that the standards with respect to the “affecting commerce 
provision” are sound, reasonable, and constitutional. 

In extending coverage in this direction to all employees of any large retailer 
whose activities affect commerce, the Congress would be exercising powers which 
it has already exercised and which have been upheld as constitutional by the 
Supreme Court. In fact, the Supreme Court pointed out Congress did not go to 
the limit of its own power to regulate commerce in the coverage provisions of the 
Fair Labor Standards Act and that extension of coverage to large retail enter- 
prises whose activities affect commerce was not a question of the constitutional 
power of Congress, but solely a matter of policy to be decided by the Congress. 
(In Kirschbaum v. Walling (1942) 316 U.S. 517, 521, 522, 523; Roland Electric 
(Co. v. Walling (1946) 325 U.S. 657, 672, ) 

The real intent of Congress in 1938 and 1949 in setting forth the retail exemp- 
tions in section 18(a) of the present act, was to exclude from the law the small 
corner grocer, the small drugstore, clothing store, filling station, and the like. 
The exemption was not intended to apply to those retailers who utilize the chan- 
nels of interstate commerce or whose activities seriously and substantially burden 
or harass such commerce. The aim in 1938 of the Congressmen in the House of 
Representatives who sponsored the amendments to the Senate bill was to “pro- 
tect the corner grocery store man or the filling station man” and “the little coun- 
try merchant.” Likewise, the intention of the sponsors of the present retail 
exemption in section 13(a) (2) of the act as expressed by Congressman Lucas of 
Texas, Congressman McConnell of Pennsylvania, Harris of Arkansas, and Sena- 
tor Holland of Florida in 1949 was to continue such protection for small retail 
business. The $500,000 gross sales cutoff would in our judgment fulfill their aim 
to provide exemption from coverage for the small retailer whose activities do not 
substantialy affect interstate commerce. 

The half million dollar standard is so clear as to enable every retail employer 
to ascertain readily in advance whether or not his particular enterprise is 
covered by the act. In this way, any employer would not be subject to any 
penalties because of noncompliance resulting from uncertainty or unclear lan- 
guage. 

Sales volume is a sound measure of the impact of retail business on interstate 
commerce. It has been the criterion used by congressional committees in pro- 
posed legislation and by Federal executive and administrative agencies as the 
basic for the measurement of the size of retail restablishments. It is now used 
by the National Labor Relations Board. It was proposed by the Senate Com- 
mittee on Education and Labor in 1946 as a basis for the retail exemption in sec- 
tion 13(a) (2); the $500,000 standard was recommended by the Secretary of 
labor and by the House Committee on Education and Labor in similar proposals 
in 1949. It was recommended by the Department of Commerce in 1950 in con- 
nection with small business legislation. Standards of less than $500,000 in 
annual sales volume for retail trade were recommended by President Truman 
in 1947, by the Select Committee on Small Business of the House of Representa- 
tives in 1952, the Bureau of the Census and the Small Business Administration. 


RETAILING TODAY IS BIG BUSINESS 


Total retail sales constitute about 43 percent of our gross national product. 
Retail sales of stores doing an annual volume of business of $500,000 or more 
Were about 18.5 percent of our gross national product in 1954. 

Large retailers today do a multibillion-dollar business and operate thou- 
sands of stores with several million employees. The large retail establishments 
Which H.R. 4488 would cover are about 4 percent of the total number in the 
United States, but they accounted for 43 percent of all retail sales, 43 percent of 
ill retail employment, and 45 percent of all retail payrolls in 1954. 

While the actual sales of large retailers across State lines may be only a small 
lereentage of their total sales, the effects of central management and financing, 
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advertising and personnel management, purchasing, transporting and warehous- 
ing of goods across State lines and not local in nature and effect. These charac- 
teristics to a great extent determine the local market prices of commodities pur- 
chased and shipped across State lines. It is the impact of such economie fune 
tions which is the constitutional and rational basis for the regulation of minimum 
wages and hours. 

The concentration of sales among a few retailing concerns must be of concern 
to the Congress. In 1957, there were about 1 million retail firms who made 
$200 billion in gross sales. Twenty of the largest retailers had over $21 billion 
in gross sales in 1957 or over 10 percent of the total sales for all stores and op 
erated 11 percent of all the stores. All of the large retailers doing an annual 
volume of business of $500,000 or more in 1958 did an $86 billion business, had 
68,400 stores and had about 2,785,000 employees. 

We do not have to reiterate one known fact that the size of the typical retail 
establishment keeps increasing. For example, in 1957: 17 leading department 
store chains did a $5.5 billion volume; 22 independent department stores did a 
$1.2 billion volume; 13 apparel chains did a $569 million volume; 11 variety 
chain systems did a $2.2 billion volume; 5 mail order companies did a $4.9 bil- 
lion volume ; 27 grocery food chains did a $14.2 billion volume. 

These stores and others of like character have a staggering effect upon inter- 
state commerce. They operate through an interstate network of management and 
decisionmaking. Local control of any store exists solely for the purpose of car- 
rying out the basic policies formulated in the central office of the particular com- 
pany involved. These tremendous chains and large independent enterprises in 
the retail field bear as much relationship to the corner retail store as the present 
high-powered automobile resembles the horse and buggy. Present-day retail op- 
erations are the expression and extension of tremendous corporate power wielded 
across State lines. And they are the ones who are paying the greater propor- 
tion of substandard wages which burden and harass interstate commerce. 


STATE LAWS FAIL TO MEET PROBLEM 


The existence of some 22 State minimum wage laws does not relieve the Con- 
gress of its responsibility in this area, for State laws can cover only small local 
retail enterprises. Congress has covered large retailers under other labor legis 
lation and has left the small local merchants to be governed by the Individual 
State. There is no valid reason why this pattern should not be followed in the 
case of minimum wages and overtime. 

The hodgepodge of the existing State minimum wage laws places a great 
burden on commerce at the present time. The proposed legislation would equal- 
ize competitive opportunities not only among such large retailers, but also be 
tween small local stores and these large retail firms. Under the present situa- 
tion large retailers are virtually receiving subsidies from the rest of the econ- 
omy because of their freedom to depress wages. 

The majority of individual States have no minimum wage law at all. Again, 
14 State laws and the District of Columbia apply only to women or women and 
minors; they do not cover male employees. Of the six States (New York, 
Massachusetts, Connecticut, Rhode Island, Wyoming and Idaho) which have 
regulations applying to all retail employees, four have minimums of $1 and two 
have a minimum of 75 cents an hour (Wyoming and Idaho). The Colorado and 
New Jersey statutes, which apply only to women, have a $1-an-hour minimum. 

Finally, the levels of the minimum wage under most State laws are generally 
far below even the minimum standard proposed here. Thus, 16 cents an hour 
has been in effect in Arkansas since 1915 and 22 cents an hour in South Dakota 
since 1943. As we have shown, there is only a slight variation in the estimated 
annual cost of living between geographical areas. There is no real justification, 
therefore, for a variable minimum wage under State legislation insofar as the 
large retailers are concerned. 


INCREASED. MINIMUMS HAVE LITTLE IMPACT ON COSTS 


The maximum impact of a $1-an-hour minimum would be less than one-half 
of 1 percent of the prices of retail goods, and with a minimum of $1.25 the 
effect on sales would still be less than 1 percent of the total. Since this bill 
would provide for coverage of only 43 percent of all retail employees—far 
short of the ideal goal—the cost as reflected in retail prices would perhaps be 
as little as one-fifth of 1 percent. 
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A study made by the Bureau of Labor Statistics on how various plant and 
officeworkers were affected in Georgia, Alabama, Arkansas, North Carolina, 
Mississippi, and Pennsylvania at various stages through April 1957, stated: 

“Employment changes between February and April 1956 in these areas did 
not appear to be related to the change in the Federal minimum. * * * In the 
following year, most of the areas showed some increase in employment over April 
1956, although there were declines in some manufacturing industries within 
those areas which employers attributed to reductions in orders. 

“Few employers * * * indicated that they found it necessary to discharge 
workers in adjusting to the higher Federal minimum (from 75 cents to $1). 
Among establishments studied in the 7 areas, the discharge of 39 workers shortly 
before and after the $1 minimum became effective was attributed by employers 
directly to the increase in the minimum; in the following year virtually none 
of the employers interviewed gave this as the reason for discharging workers. 
Most of the employers who attributed the discharge of workers to the higher 
minimum indicate that replacements were hired. In addition, there were also 
some employees paid piece rates, in such industries as apparel and textiles, 
whose earnings averaged less than $1 an hour who were discharged.” 

The report found that in the majority of establishments, “it is not clear 
that any special measures were taken to adjust to the higher minimum. Some 
employers offset the wage increases at least in part by increasing prices of their 
products, although generally they indicated this was not possible because of the 
competition. A few of the employers in each area indicated that they were 
employing other means to offset the higher wage rates, the most common of 
which were closer control of overtime work, higher production standards, more 
rigid hiring and layoff practices, reorganization of plant layout for greater 
efficiency, redesign of product, and installation of labor saving machinery. 
Employers frequently indicated that some of the changes being made were part 
of a long-range program to increase productivity and were not necessarily due 
to the increase in the Federal minimum wage.” 

An increase in retail prices, which would be slight to begin with, would 
be more than offset by the increased purchasing power placed in the hands 
of the underpaid retail employees. Retail stores would secure more profits 
from the additional wage purchasing power provided by H.R. 4488. Nor 
would the extension of coverage to employees of large retailers result in any 
inflation. This was the opinion of Secretary of Commerce Weeks in 1957 and 
is the judgment of Secretary of Labor Mitchell. Studies by the Department 
of Labor and congressional committees show that no marked increase in 
prices has resulted from the passage of the act and the amendments raising 
the minimum wage. 

The Department of Labor, in 1954, made a special study of five typical 
low-wage industries particularly affected by the 1949 amendments to the act 
raising the minimum wage from 40 to 75 cents an hour. It reported: 

“The experiences of the establishments studied represent cases of major 
unfavorable adjustments and are believed not to be typical of subject indus- 
tries generally. Other firms and industries, unless their problems were not 
disclosed to the Divisions, were either not so substantially affected or else 
could more easily adapt to the effects of the new minimum. Even with as 
select a group of firms, as those surveyed, however, the adverse consequences 
of the 75-cent requirement were on the whole not very substantial. * * *” 

In 1958, the Department made a special study of the effects of raising the 
minimum wage from 75 cents to $1 an hour in 1956. In the covered industries, 
there was no general increase in price levels. The effects of the new minimum 
were absorbed by increased use of machinery, changes in plant layout, reorgan- 
ization of work systems, increased production standards and the like. “Most 
employers covered by the higher minimum indicated that adjustments were 
made to the $1 wage rate without discharging workers,” said the Labor 
Department. 

On the basis of the 1956 study of retail earnings by the Department of 
Labor, an increase of those below $1 to $1 an hour would mean an increase 
in total payrolls of 4.4 percent and an increase to $1.25 an hour would mean 
an additional 3.4 percent of total payrolls. Since the estimated annual payroll 
of retail enterprises in 1958 doing over $500,000 a year is about $10 billion, 
an increase in the minimum wage to $1 would mean additional wages of 
about $445 million. The increase of $1.25 an hour would mean an additional 
Wage of $344 million for the establishments covered. 
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There is another important element which must be considered in relating 
prices charged for retail products and the wages paid by large retail chains, 
Studies show that the retail prices charged for standard items by large retail 
chains in low-wage areas is about the same as is charged in high wage areas. 
The Lerner Stores, which has a one-price system for its products, sells the 
same dress in New Orleans and San Francisco at the same price. This chain 
pays 50 to 60 cents an hour to sales clerks in the former city and $1.70 or 
more in the latter. Montgomery Ward sells the same merchandise at the 
same price in Las Vegas and in California; yet it pays $1 or more per hour 
to its sales personnel in California and only 84 cents per hour in Las Vegas, 
N. Mex. The Kroger Grocery system offered 45 cents per hour in Shreveport, 
La., and paid $1 an hour in St. Louis, Mo.; the identical products are offered 
by the chain at the same price in both places. Supermarket chains pay only 
30 to 35 cents an hour in Shreveport and $1.30 per hour in Missouri and 
Washington State, although prices for the same products remained unchanged 
in the different areas. 

Mrs. Cathleen Bradley, an employee of a nonunion retail store in Phoenix, 
Ariz., told a subcommittee of the House Committee on Bducation and Labor 
in 1957: 

“I have been employed by Fed Mart in Phoenix. My wages were higher 
than average. I know from the clerks I work with there that they were 
hired at nothing less than a dollar and a quarter an hour. I know that the 
merchandise I sold while I was there and the other clerks sold, was cheaper 
then the merchandise you can buy downtown. They were of a high quality, 
in some cases they were of a higher quality than you can buy downtown. 

“I think that if they can pay a beginning wage of a $1.25 an hour and 
charge less for the merchandise, I just really can’t see why any of these 
merchants have any objections to a minimum wage law.” 

Her viewpoint is reechoed by the president of one of the largest retail chains 
in the Nation, the late Lansing P. Shields, of the Grand Union Co. He pointed 
out that under present laws retailers “all buy now at about the same price, and 
competition makes us sell at approximately the same level * * * retailing can 
no longer afford to be considered to be a second-class industry, or be satisfied 
with attracting second-class help * * * the move to include retailing is wel- 
comed as necessary to the retail industry’s growth and development.” 

There is no justification for permitting the large independent and multistate 
chain enterprises to continue to pay wages far below a decent minimum standard 
to their employees, thus forcing them to live at substandard levels and placing 
a burden on interstate commerce. There is no moral, legal, or economic justifi- 
cation for treating large-scale retail businesses differently from other economic 
enterprises whose activities affect commerce. The legislative purpose of the 
Federal Wage and Hour Law, as well as the responsibility of Congress under 
the Constitution, require that the same protection be given the workers in the 
retail field that the law now affords to other employees. The need is apparent 
and great. 

Mr. SUFFRIDGE. I might point out on the productivity angle, that 
productivity in supermarkets has increased 6 percent a year but the 
department stores and the others bring it down to the 4 percent 
average. { 

Mr. Lanprum. Mr. Suffridge, you have presented us a most inter- 
esting summary of your broader statement which will be included in 
the record. I would say I hope, not too facetiously, that your sum- 
mary included one or two understatements, judging from the smiles 
I saw on the faces of your associates and some of the members of 
the subcommittee. You said if the Congress wanted to lower the 
coverage figure, you would not have any objection to it. 

_ Mr. Surrrivce. I was worried about Congressman Ayres’ statement 
in the Meany testimony of the other oe: 

Mr. Lanprum. Mr. Suffridge, I believe that all Americans every- 
where are agreed that we want all employees of whatever industry 
to make the highest possible wage that the services and products they 
handle can justify. The concern I have is whether or not in the state- 
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ments contained in your summary, and in other statements that are 
presented, too, you can be certain that there be no effect from any 
legislated increase in the minimum on this inflation “bear,” that we 
are confronted with in the country. 

I will submit that among those employees in the so-called dollar- 
minimum bracket, that perhaps just a raise there and nowhere else 
would have negligible effect. But I do have concern about the possi- 
bility of such action as we are being asked to take causing a general 
wage rise over the country and thereby becoming a part inevitably 
of the cost-of-living index. 

For instance, to deal just a little bit more particularly with your 
statement, here, I know you say it would not raise the wages of any of 
your members, and that you do not anticipate that it would add ma- 
terially to the cost of living. I wonder if you have in your organiza- 
tion any plans or policies designed to say that if such action is taken 
you will ask for a general increase in those wages over your member- 
ship. 

Mr. Surrrivce. In my opinion, this subject matter will never be 
brought up in negotiations nor would it be helpful in negotiating a 
union contract where the people are already receiving in excess of $2 
and something an hour. 

Mr. Lanprum. I didn’t relate that to try to put you on the spot 
or to try to get you to predict what you would be able to do in the 
future, but more to call attention to something that has come to my 
attention in the last few days since we heard from some other wit- 
nesses. It appears that the International Ladies Garment Workers 
Union has adopted a contract provision in its standard form agree- 
ment, as the following provision, and it is such things as this that 
gives us all a great deal of concern. 

Quoting from the communication I received, article 25, “Change in 
Legal Minimums,” that is the heading of that provision and reading 
it I find this: 

Should Federal or State legislation be enacted increasing minimum wages 
under the law, it is agreed that the minimum wages under this agreement shall 
be increased by the same amount as the increase in said legal minimum. With- 
out limitation of the foregoing, the minimum wages of this agreement shall in 
no event be less than 15 cents an hour above said legal minimum wage; it is 
further agreed that upon any such increase in minimum wages the union shall 
have the right to negotiate upward the piece rate and wage structures of the 
shop. In the event of any disagreement, the matter shall be treated as a dis- 
pute under article 28. 

Now I don’t cite that to criticize the inclusion of such an agreement 
in the contract. but to show why it is that some of us are concerned 
about this business of a legislated increase. 

Now, we all know that the cost of labor is a heavy factor in this 
cost of living. If we can find some way to pay higher wages and not 
continue to force the devaluation of the dollar and to push upward the 
cost of living, then I think we might have reached a magic formula. 

Do you have any plans in your organization if such a legislated in- 
crease as you advocate is given? Do you have any plans in your or- 
ganization to follow any such policy as announced here ? 

Mr. Surrripce. I would state that we have never had any such 
plans, and never anticipate having any such plans. It is my under- 
standing that the ILGWU and perhaps the Amalgamated Clothing 
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Workers might have put something like that in their agreement at 
the suggestion of the employers. I recall in my negotiations in the 
past in California, before the war, when the Japanese were discrimi- 
nated against more than other races, in other sections of the country, 
our employers said, “You have to organize those people and bring 
them up so as to not place us in a bad situation competitively.” 

Mr. Lanprum. I do not present it as a criticism for including it in 
any agreement. 

r. Surrrivce. To answer your question we have no intention of 
using this. 

r. Lanprum. I just cite that as a reason for the concern that some 
of us have when we were told that it is not going to have any effect 
on the wages other than the minimum. 

Mr. Surrrince. We have some statistics here on the projected raise 
in the retail prices if this bill went through. 

Mr. Sevieman. First of all, in the unorganized areas, the Depart- 
ment of Labor studies have demonstrated quite conclusively, in at least 
six industries, that increases in the minimum have had no effect on 
the general wage scale in that industry. Where the minimum wages 
or the wages below the projected minimum were raised to the mini- 
mum, the shifting upward in the entire scale did not come about. 

Furthermore, as far as retailing is concerned, our estimates indi- 
cate that the increased cost as a result of any extended coverage under 
the present, suggested bill would be less than one-half of 1 percent of 
total retail sales. We estimate this in the following manner: 

Taking the Department of Labor study of earnings in the retail in- 
dustry for October 1956, we find that the increased coverage to bring 
those below the dollar minimum up to the dollar minimum would in- 
crease payrolls by approximately 4 percent. Payrolls of those firms 
in the retail industry that do business more than $500,000 per annum, 
approximate about $10 billion. A 4-percent increase would then have 
to be applied to the direct selling costs of the various branches of the 
retail industry. Basing ourselves again on the studies of Professor 
Malcolm McNair of the Harvard School of Business Administration, 
we find that direct selling costs in department stores are 9 percent of 
sales. In food chains, it is 6.6 percent of sales. In variety chats it is 
8.5 percent of sales. 

Applying therefore the 4-percent increase in payrolls for these firms 
that do business of $500,000 or more, to these percentages of direct sell- 
ing costs, the increase, percentagewise, would be about one-half of 1 
percent. This would result in approximately $445 million in added 
wages if the minimum were raised to the $1 level. 

If the minimum were raised to the $1.25 level, it would add another 
$344 million of wages, which would all be, in our estimation, additional 
purchasing power for low-income groups and would thereby give a 
boost to the economy’s growth. 

Yet, in terms of a percentage of the total wage bill, the direct wage 
bill for the retail industry, measured against the sales of these firms, 
would make the added cost minuscule. 

Mr. Lanprum. I have just one other question. I want to be brief, 
and we are pushed for time and there are other members who are en- 
titled to time this morning. 

What effect do you feel the extension of coverage to the retailing 
field will have on the overtime pay and overtime cost to the grocery 
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chains, for instance? Let us just confine it to the grocery field or the 
food field. 

Mr. Surrripce. Well, I would say in the food field, 70 percent or 
80 percent are already organized and paying more than this, and the 
are on a 40-hour week already. Department stores by and large wor 
less than 40 hours. 

Mr. Lanprum. I understand that, but we are going into the small 
areas, where you have this $1.93 figure from the district I am privi- 
leged to represent. That is for food clerks, is it not? 

Mr. Surrrince. Yes. 

Mr. Lanprum. Now, those stores in areas such as that throughout 
American whether organized or not, simply are going to find it difh- 
cult, in my judgment, to operate on a straight 40-hour a week basis. 
That is another thing that gives some of us concern. 

For instance, I live in a small town of about 1,500 people. I live out 
inthe country from that. Someone asked me where I lived and I said 
“About 2 miles out in the country.” They said I would live in the 
country if I lived in Jasper. 

We have two supermarkets there. They are not supermarkets in the 
sense that. the chains exist around the metropolitan area but they are 
supermarkets in the sense that they have a common buying power with 
some other organization, and they are able to market their food prod- 
ucts at very close to what the chains throughout the country can do. 

I know that those stores would find it almost impossible to operate 
on a straight 40-hour week basis. Yet some of them, because of the 
large payrolls in and around their particular area, may do a gross 
business that would bring them within the cutoff line that you are 
advocating. Now, what effect will that have on such operation ? 

Mr. Surrrince. Well, statistically about 1 percent would be the ad- 
dition that might be added to the payroll. However, as to ability to 
pay, when a store gets to $500,000 and upwards, it is another matter. 
[have been in retailing from about 6 years old and my father was 
a retailer and I know something about retailing, and I am convinced 
that there would be absolutely no hardship or no shock. Any one 
who is covered under this $500,000 upwards is doing business. They 
are not the “Mom and Pop” stores, and they can afford to pay time 
and a half if they need the services of a person after 40 hours per 
week, 

Mr. Lanprum. Thank you. 

I am going to conclude and recognize Mr. Roosevelt. 

Mr. Dent. If you would permit me, I wanted to explain just ina 
very short time the situation that you talked about in the lady gar- 
ment workers and you will find it also I believe in a couple of other 
contracts and maybe more than a couple of others on that basis of 
increasing the minimum and therefore stepping up from any estab- 
lished minimums. 

That was put into their contracts as a competitive concession to the 
employer, because in negotiating their contracts they wanted to estab- 
lish a minimum in their shops at a figure that would have been accord- 
ing to the employer prohibitive in the fact he had to compete with 
people who were paying below, and much below. That is the only 
reason that it is in there. Otherwise, they would have contracted 
otherwise. It is one of those cases where enlightened labor leadership 
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has taken into consideration the problems of industry, with industry's 
consent and agreement. 

Mr. Lanprum. I accept that explanation, Mr. Dent. I understood 
that to be the reason for it being in there. I am not concerned about 
it being in there or any reason for it being put in there. That isa 
matter of contracting between the parties. The concern I wanted to 
convey by citing it was simply to point out the danger of having a 
general wage increase throughout everything. 

Now, whether it is in a union shop agreement or whether it is not 
in the agreement, when you raise the minimum you are automatically 
going to create in the mind of the fellow who has been making more 
than the minimum, “Well, I ought to make that much percentage 
more.” At least I would think that he would feel that way, and I 
would feel that way myself. That was the reason I pointed out that 
point. 

I wanted to show why that has made some of us concerned about 
the influence that it would have on a general increase. I don’t criti- 
cize the inclusion of it in the contract. by any means. 

Mr. Roosreverr. Mr. Suffridge, I think both in your fuller state- 
ment as well as in your summary, you have presented an excellent 
story for us to consider and I think you have made very clear the 
reasonableness of the provisions which are contained in H.R. 4488. 

I would like to ask you out of interest, because I think a great many 
people wonder what happens to these people who are in the low 
wage levels in retailing—how do these breadwinners subsist, these 
people that are being paid these substandard wages ? 

Mr. Surrrivcr. Well, in most cases, if they are earning less than 
$1 an hour, we ourselves wonder how they can subsist. But for the 
practical end of it, many of them hold more than one job and some- 
times it takes the entire family. It has an impact on the actual 
educational setup because many of the children leave school without 
completing high school or without going to high school, in order to 
work to help support the families where earnings are lower than 
$1 an hour. 

Mr. Roosrverr. Actually, we are improving the morale position of 
the Nation as well as the wealth of those who would be covered under 
this act. 

Mr. Surrripge. This is one of our reasons as a labor union for being 
in existence, to try to assist all people working at the trade, and not 
just those who are in our organization. We think it is our obligation 
to use all of the influence we can exert to cover the people that are not 
in the unions in order that we may improve our country generally and 
also improve the industry. 

Mr. Roosrvett. I was awfully glad that you brought out the per- 
centage of net profit being made, particularly by the larger chains. 
They varied considerably. I notice that one of them you brought out 
was about 47 percent of net worth, and some of the others were 
about 23 or 24 percent. What would be the reason for that spread, 
for that difference between 47 percent and 23 percent ? 

Mr. Surrrivce. We always take into consideration in retailing that 
merchants who operate efficiently and know the business will as a rule 
make out in this industrial race. We have in mind, however. the fact 
that the difference between the 28 percent profit and 47 percent 15 4 
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subsidy that the retail workers are forced to give this large chain, 
and it is a large chain, by working for much lower wages. We feel 
if the wages are brought up it will throw in the laps of the industry 
the problem of efficient operations and they will compete on things 
other than the individual worker's wages. 

Mr. Roosrvetr. I may be perhaps a little harsh on them, but they 
tell us always we are getting food and everything else at the lowest 
possible price that is available. On the basis of these figures, I 
think we can have another look at it. We have this whole business 
of the public having been inundated with propaganda that they are 
making such a small percentage on volume, as against a percentage 
of net profits or even a percentage of actual investment. I think those 
figures would be even more startling than the figures you have given 
us. 
Mr. Hiesranp. Will the gentleman yield? 

I would like to have him suggest just how a retailer or any com- 
pany can pay its increase out of its capital investment instead of out of 
its sales. The money coming in is what you have to pay your in- 
creases out of. If you pay it out of your capital investment, you 
deplete your capital investment and you would have to go out of 
business. 

Mr. Roosrverr. I will say to my good friend, and I think he knows 
very well, that I never made, and I have never heard a suggestion 
made that it be paid out of capital investment. But when you talk 
with tears coming out of your eyes that they are only able to make 
3 percent on volume of sales, if you reduce it to, let us say 2 percent, 
or 114 percent, or 1 percent, you still would be making a tremendous 
net profit on what you put into the business. 

Mr. Hresranp. It is all tangled up. 

Mr. Roosrver. It has nothing to do with paying out of the capital 
assets. 

Mr. Hiestanp. That is tangled up in the question of turnover. Many 
of these net worths have been depreciated to ridiculous figures by 
selling properties, and are completely irrelevant. If the big chain 
turns its stock 18 or 20 times faster than a smaller one, he naturally 
would show a greater ratio to net worth. When you show percentages, 
you show percent of something. Well, if that something is very 
variable and different, it is not too important. 

Mr. Dent. You know, the measurement on sales, on gross sales as a 
igure of computing profits is a phenomena of this generation. It is 
only in recent years that we have started to calculate a company’s 
soundness on the basis of its profit on sales, because prior to that it 
was a question of the profit on investment. Then we got into the 
stock split situation, for instance, and we had a greater coverage of 
Investment, plus another real cute little trick that we have been using 
lately, and I have used it, and that is instead of buying capital 
equipment for the operation of my industry or my business, I lease 
the equipment, and I take it out of complete operating costs. 

_ So the whole thing ought to be based on how much you pay on the 
vestment in your company. 

Take this little transistor outfit. They only had an investment of 
about $30,000, and they sold less than 35 percent of their stock for 


837 million. Yet they probably only made about 2 percent on their 
sales, 
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Mr. Hrestanp. Will the gentleman further yield? 

My good friend from Pennsylvania is completely in error as regard- 
ing retailing. I have only been in retailing since 1910, and we were 
figuring our costs on that basis then. 

Mr. Denv. I was talking about the overall figure. 

Mr. Hiestanp. Today we are talking about retailing. 

Mr. Dent. But you have to consider all of the things, because most 
of these companies have other income other than retailing, from 
leaseholds that they hold, and from stock portfolios that they hold, 

Mr. Hiestanp. I know of one that is losing money on its mer- 
chandising operation, and it makes up the deficit on its leaseholds, 

Mr. Dent. That is why the sales figure is entirely ridiculous. 

Mr. Roosrvett. I think we can resolve this among ourselves a 
little later. 

Mr. Surrripce. You might note that the income of the officials of 
the company is taken off of the top before you get down to that 1 and 2 
and 3 percent net on sales. 

Mr. Roosevert. That is hardly ever brought out either, and that 
is correct. 

Mr. Hrestanp. I would even question that. 

Excuse me, I know that you have the floor. 

Mr. Roosrvet. The other day one of our witnesses brought out the 
fact that maybe we were possibly discriminating against those people 
under the $500,000 because we were not bringing the minimum wage 
up for them. We were creating, they said, a special poor class or 
something of that kind. I think that I would like to point out your 
remarks on page 8 of your fuller statement, because to me they are 
important. Isn’t it true that the vast majority of the people in the 
smaller type of shop or store are in an entirely different position! 
He already is getting a higher wage scale because he does a variety 
of other work, and therefore when we put in the figure of $300,000 
we are not discriminating against them, because they are a different 
problem and they don’t have the problem which exists for the people 
that we are trying to cover under these big chains. 

Mr. Surrriner. It is true that the smaller retailers are different 
because of their closeness to their employees and the fact that they 
have to have an all-round sales person who buys or handles many of 
the other things other than just checking out all day long. It is an all- 
round type operation, and we found from the very beginning, back 
in the 1930’s when we started to cover some of them in California, 
that the smaller retailers were already above the chains in their pay. 

However, the $500,000 limit, in addition to those reasons, was 4 
figure that has been handed to us by the Government over the years, 
as being the proper break, when the Government would come in and 
take jurisdiction in NLRB cases and the like. So it is a fairly well 
recognized cutoff. 

Mr. Puctnskt. On that very point, I would like to call the com- 
mittee’s attention to Mr. Suffridge’s statement on page 18 of this main 
supplemental statement, where he points out— 


These tremendous chains and large independent enterprises in the retail 
field bear as much relationship to the corner retail store as a present high 
powered automobile resembles the horse and luggy. Present-day retail opera 
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tions are the expression and extension of tremendous corporate power wielded 
across State lines. And they are the ones who are paying the greater proportion 
of substandard wages which burden and harass interstate commerce. 


Mr. Roosrvett. I quite agree with you. I have one last question, 
Mr. Suffridge: In spite of the fact that I think that you have a very 
sound basis for the $500,000, and otherwise I wouldn’t have put it in 
my bill, I think the facts of life are as we know it that the Senate 
subcommittee did increase that to, I believe, $750,000. Would you or 
your staff be able to give us concretely the lesser number of people who 
would be protected if we raise it to $750,000 or to $1 million so that we 
may have those figures? 

Mr. Surrripvce. We can supply that, and we don’t happen to have it 
with us. 

Mr. Roosevetr. I think it would be important in consideration of 
the bill. On general coverage, can you make a guess as to what effect 
it would have 1f we raised it to $750,000 or $1 million ? 

Mr. Sevieman. Trying to recollect the figures; in the 1954 Census 
of Business, I would say it would not be appreciably large. Really 
the significant effect begins to take place somewhere between $750,000 
and $1 million of sales. 

Mr. Roosrverr. Somewhere between $750,000 and $1 million would 
be the breaking point where it would begin to hurt ? 

Mr. Setieman,. This is an offhand opinion; I don’t recollect. what 
the breakdown of the figures are. I would like an opportunity to 
refresh my memory on that. 

Mr. Roosrveit. There is nothing here available, but may I supply 
that for the record. 

Mr. Lanprum. Let it be included in the record. 

(The data to be submitted follows :) 


RETAIL CLERKS INTERNATIONAL ASSOCIATION, 
Washington, D.C., March 29, 1960. 
Hon. Pott M. LANDRUM, 
Chairman, Subcommittee on Fair Labor Standards, House Committee on Edu- 
cation and Labor, House of Representatives, Washington, D.C. 


Dear CONGRESSMAN LANDRUM: During the course of President Suffridge’s testi- 
mony on revising the Fair Labor Standards Act held on Thursday, March 24, 
the members of the House subcommittee requested us to supply further data 
on a number of questions. 

We are pleased to submit this additional information at this time and re 
spectfully request that it be entered into the record. The questions raised and 
the responses are given below in seriatim : 

1. What effect would a $750,000 per annum gross sales cutoff have on cover- 
age? As previously indicated, we believe the effect of this higher cutoff would 
hot be very large. Total nonsupervisory employment in retailing is about 
6,300,000 which includes selling personnel, shipping clerks, stockroom opera- 
tives, maintenance people, office workers and delivery employees. Selling per- 
sonnel and “back-of-the-store” people are about half this total of 6,300,000, of 
which about 300,000 are already covered by the Fair Labor Standards Act. 
About half of the balance of 6 million are to be found in enterprises doing 
business of more than $500,000 per annum. 

Upon checking with the Census Bureau, we find that about 750,000 employees 
are in the $500,000 to $1 million sales size bracket. The Bureau, unfortunately, 
does not have a breakdown for $500,000 to $750,000, but in discussing the matter 
With them it appears that after making some adjustment for certain technical 
definitions, there would be approximately 300,000 retail employees in the $500,000 
to $750,000 group. Taking into account the distribution pattern of wages in 
Tetailing it may be said consequently that a cutoff point of $750,000 in gross 
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sales would keep out of protective coverage under Fair Labor Standards about 
150,000 to 175,000 additional retail employees now earning less than $1.25 per 
hour. This indicates the impact that would be created by a higher gross sales 
cutoff. 

2. What is the dollar amount of profit and the dollar amount of payroll in 
large retail corporations? Unfortunately, none of the large retail chains haye 
released data on dollar payroll costs. At best, one can estimate the relationship 
of payroll costs to dollar sales from various studies made at the Harvard Busi- 
ness School, Division of Research. We have reference to their publications 
(a) “Operating Results of Department and Specialty Stores in 1958” by Mal- 
colm P. McNair, Bulletin No. 155; (b) “Operating Results of Variety Chains 
in 1957” by Anita C. Hersum, Bulletin No. 153; and (c) “Operating Results in 
Food Chains in 1958” by Wilbur B. England, Bulletin No. 156. 

These reports indicate that total payroll costs, including supervisory and 
management payroll and nonselling payroll, such as promotion and adver- 
tising, run to approximately 18 cents per sales dollar for department stores, 
19 cents for variety stores and 9 cents to 10 cents for food chains. In depart- 
ment stores, direct selling payroll approximates half the total payroll or 
around 9 cents per sales dollar. In all probability, the same relationship exists 
between direct selling payroll and total payroll as in the case of the department 
stores. Thus, in the latter, direct selling payroll is around 9 cents per sales 
dollar. As previously indicated, the effect of an increase in the minimum 
on total dollar payrolls would be very small, since an increase to a $1 minimum 
would increase payrolls by about 4.4 percent and to a $1.25 minimum by 34 
percent. Multiplying the total dollar payrolls by these percentages emphasizes 
our point that increased minimum wages would have a very small effect on 
total operating costs in the large retail concerns. 

We append also a tabulation of the net sales and net profit figures for cer- 
tain large chains and wish to indicate again the relative data on net profit 
as a percent of sales and as a percent of investment. (Mr. Suffridge’s testimony 
also gave data on profit in relation to net worth before taxes.) We should 
like to reiterate that measuring net profit as a percent of investment is a per- 
fectly legitimate measure of the efficiency of a retail enterprise. For example, 
Professor England in his report indicates that while net profit for 27 identieal 
food chains in 1958 was 1.4 percent in relation to net sales, it was 13.7 percent 
in relation to adjusted capital stock and surplus. During our testimony we at 
no time suggested that increase in the minimum wage was to be drawn out of 
capital investment, but merely pointed to this ratio as an indication of the 
successfulness of the retail food industry when compared with any number of 
other industries in the American economy. 

3. What do the Department of Labor studies reveal on the effect of raising 
the minimum wages? We are pleased to enclose a copy of the Department 
of Labor’s study entitled “Report Submitted to the Congress in Accordance 
with the Requirements of Section 4, Paragraph D of the Fair Labor 
Standards Act, 1959” and wihs to call your attention particularly to 
page 28 which says in part, “Studies of the effects of the $1 minimum wage 
indicate that higher paid workers did not on the average receive as large an 
increase in earnings as did low paid workers. Thus there was a compression 
of earnings differentials. * * * In the high impact plants, an immediate effect 
of the increase in the minimum wage to $1 an hour was to bring the average 
wage of workers in the lowest wage group of occupations closer to the average 
wage of workers in the highest wage group. In subsequent years, the average 
wage of workers in the lowest wage group of occupations tended to increase 
less than the average wage for the highest wage group.” We submit that this 
supports our contention that the immediate effect of raising the minimum wage 
is not to shift the entire wage structure upward but rather to cause a bunching 
of wage rates at the lower end set by the minimum wage. Future changes 
in the wage structure depend of course on subsequent developments in the 
industry itself. 

We trust the foregoing will be helpful for your committee. Please feel free t0 
eall upon us, should you desire any further information. 

With thanks for the opportunity to present our views. 

Sincerely yours, 
BEN B. SELIGMAN, 
Director, Department of Education and Research. 
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Tabulation of the net sales and net profit figures for certain large chains, 1958 


(Thousands of dollars} 























Percent of 

Sales Net profits Percent of net profit 

net profit on invest- 

on sales ment 
Sh Shed Dc cadennens dpe aenmededd §, 094, 741 53, 905 1.1 12.8 
Sears, Roebuck Coss eee ndabhe 3, 721, 272 165, 788 4.5 12.9 
OD ci cdabimadddd bieiaso6bep ds uckiietines see 2, 225, 352 33, 406 1.5 15.2 
Kroger SL Ans badbmab os nsdaetubebaaee ane 1, 776, 175 21, 630 12 13.6 
J.C. Penney.....- cum eens Sa DE EEN 1, 409, 973 46, 877 3.3 16.6 
Montgomery Ward_-_.-_-_-_-- eS RT Re 1, 092, 267 28, 031 2.6 4.4 
American Stores shee Sb. bse cae ; 874, 767 11, 424 1.3 11.3 
RE ES Pree aan Pane 864, 571 32, 376 | 3.7 9.1 
tela ai ae EISELE, 794, 162 | 8, 842 | 1.1 12. 8 
) Se ere rer 6 socalichlletel nth hd i ee 690, 964 | 9, 627 1.6 17.2 
OS eee SEER RESETS ES 588, 569 | 12, 270 3% 23.6 
Grand Union -____----- , iat biwd steht 503, 713 | 6, 447 1.3 11.4 
Gelomial. . ......... ne aS 437, 132 | 4, 849 1.1 11.9 
RETAIL CLERKS INTERNATIONAL ASSOCIATION, 
Washington, D.C., April 6, 1960. 
Hon. JAMES ROOSEVELT, 


Member, Subcommittee on Fair Labor Standards, House Committee on Educa- 
tion and Labor, House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN RooseEvELT: In our letter of March 29 we sought to pro- 
vide information to the members of the subcommittee on the relation of re- 
tail payrolls to sales. As was mentioned in that letter, such data was difficult 
to obtain, since payroll information is seldom released by the large retail 
concerns, 

However, the Kroger Co., in an article in the trade magazine Super Mar- 
ket Merchandising for April 1960 (p. 58) states that in 1958 it spent about 
$100 million for store clerk wages excluding management salaries. We thought 
to call this figure to your attention in connection with our testimony of March 
24. 

The Kroger Co. had sales in 1958 of $1.7 billion, so that its clerks’ wage 
costs approximated 5.6 cents per sales dollar. The Kroger Co. is well organ- 
ized, with perhaps 90 to 95 percent of its stores operating under collective bar- 
gaining contracts, so that its wage rates for clerks are quite above the pro- 
posed minimui. 

The significant point is that the other large supermarket chains which are 
not organized, such as Winn-Dixie, have lower wage scales than Kroger and 
yet operate just as efficiently as judged by their net profits on sales or in- 
vestment. It would appear evident that in a Winn-Dixie or Colonial Stores, 
which resist the extension of the Fair Labor Standards Act to retailing, pay- 
roll costs as a percent of sales are lower than in Kroger. If this argument 
has merit, as we believe it does, it substantiates our contention that continued 
exemption of retailing constitutes a subsidy to those firms which insist on pay- 
ing substandard wages. 

With thanks for your courtesy, 

Sincerely yours, 
BEN B. SELIGMAN, 
Director, Department of Education and Research. 


Mr. Roosevetr. That is all. 

Mr. Ayres. Mr. Sutfridge, you always present a very good state- 
ment. The one thing that I haven't noticed here is any reference to 
the percentage of people in the retail clerks field that belong to your 
organization. Do you have those figures in proportion to the total 
people working in the industry ¢ 

Mr. Surrripcr. We have around 350,000 members, and represent in 
certified bargaining units something over 400,000, 

Mr. Ayres. How many retail clerks are there ¢ 
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Mr. Surrrmce. About 3.5 million, that is, in our jurisdiction. That 
is the total, 3.5 million, excluding supervisory and other crafts. 

Mr. Ayres. With the persuasive power that you have, why do you 
not have more of them ? 

Mr. Surrriver. Well, we are working on them, but we always have 
room for a good organizer, Mr. Ayres. 

Mr. Ayres. Having been a retail clerk with Sears, Roebuck and 
Montgomery Ward, working for 35 cents an hour back in 1935, I can 
appreciate what you have to offer. But I am wondering why more 
Pee do not join. 

Mr. Surrrivce. This should have been before the McClellan end of 
it, but the Sheffermans throughout this industry are one of the bi 
drawbacks preventing many of them developing a feeling that they 
have freedom to join a labor union in this country even today. There 
is another thing. You take the Fair Store in Chicago which is or- 
ganized by us, and has been for a long time. It sets the wage pattern 
for State Street, Chicago. Other stores keep their rates equal to that 
scale so that their people will not join the union. So we probably 
indirectly affect the wages of retail people far beyond the number we 
actually represent. 

Mr. Ayres. Do you not feel, Mr. Suffridge, that on the whole the 
wage scale in the retail industry is in direct proportion to the cost of 
sales, based on volume? If you have a low cost of sales, you can raise 
wages ¢ 

Mr. Surrrince. The employees in the retail industries have made 
quite a contribution to this since 1950, as you will note in the state- 
ment. We have an increased productivity of 36.5 percent since 1950 
or an average of 4 percent a year in the overall, with an average of 6 
percent increase in productivity in the supermarkets. So we have con- 
tributed greatly to the soundness of the industry. 

Mr. Ayres. Do you have any difficulty in setting these wage scales 
in your contracts where you have commission salesmen who are classi- 
fied as retail clerks but they have a quota and over that they get a per- 
centage of their gross sales ? 

Mr. Surrripee. We have no difficulty there. First of all, you must 
understand our organization negotiates contracts on a regional basis 
or area basis. For example, we negotiated contracts for Houston and 
Shreveport and we find people making $18 to $25 a week. We don’t 
try to bring them up eh a to the $97 a week that they will get in 
Washington, D.C., for the same work. We let them determine that 
themselves; it is their negotiations. We will assist if they ask us to, 
but the negotiations are between the industry in that area and the local 
union. We have in mind, however, that most of the industries we 
refer to have their home offices in New York or some other large city, 
so as a rule when things get rough the locals might ask a national 
organization such as ours to come and lend whatever support we can 
give in those instances. 

Mr. Ayres. Well, it has been my personal experience that where you 
give the salesman the incentive to sell more, they will sell more. 

Mr. Surrrivce. All of our department store agreements have the 
drawing account or the guarantee plus the commission, and espe- 
cially in shoes and clothing. That is traditional in our union agree- 
ments, as well as in the industry. In fact, they are the first ones to 
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join when we start organizing a given plant, because they have a 

tter understanding of what it is all about. They don’t have the 
fear of losing their job because a good salesman can get a job. We 
don’t think that we have a problem on that. They like to control the 
ethics of the thing, as you probably know, if you have worked for 
Sears. They like to have the stocking time rotated so they will have 
more time on the floor, and there are many things they lke to have 
in their union agreements that give them an equal chance to make 
sales, and then their merit and ability takes on from there. 

Mr. Ayres. We enjoy the assistance we get from your Washington 
representative. 

Mr. Surrriver. Thank you. 

Mr. Lanprum. Let us move along, please. We have another wit- 
ness coming up. 

Mr. Denv. I will try to keep it as short as possible. 

One of the arguments given me, Mr. Suffridge, when I met with 
a group of my folks at home recently was on the question of produc- 
tivity per clerk. They took the position that in a small community 
such as the communities that I represent which are relatively small, 
that a clerk in a 30-day period would sell less volume than a clerk 
in the same period in a tern center like Pittsburgh. We are 25 
miles from Pittsburgh. They would say a clerk working for them 
would only have a certain productivity at the end of the month in 
volume sales, as compared to a much higher productivity on the part 
of the clerk in the city of Pittsburgh, and therefore they think that 
there ought to be some kind of a differential between the two. 

I know what I could give them but I want to know what you would 
tell them. 

Mr. Surrripcre. Well, we faced that for a good many years. Out of 
Roanoke, Va., when a contract with Krogers, which covers parts of 
five States was negotiated, we cover large cities and small ones. At no 
time have we had difficulty with industry in applying the same scale 
in the small towns as the large, because our survey has shown that 
the cost of living in the small towns sometimes is even greater than 
in the large towns. But in any event, they are doing the same kind 
of work and they are there 8 hours a day, and they are available to 
serve and to give service if the business comes in. 

But now as to the national average, I will let our research man 
correct me if my memory is wrong, the national average on produc- 
tivity is $50,000 per year per clerk. That includes the nonselling. 
So as to the productivity picture, the lack of business can’t very well 
be laid at the door of the employees. It is a question of managements’ 
efficiency. 

Mr. Dent. Has the building of these so-called shopping centers 
at the outskirts of a large metropolitan area increased the problem 
for the small merchant who is competing in the outside area? Is he 
competing more directly now against the shopping center that is 
right in his own township as against what he was doing in the city ? 
Wouldn’t that productivity of that particular employee in a shopping 
center be greater ? 

Mr. Surrriner. Well, the small retailers, of course, have been hurt 
by that, and that. is one of the reasons they are not covered under our 
proposed bill. But I would say that by and large this bill would do 
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more perhaps for the small retailers than it would harm them, be- 
cause it would at least bring the $500,000 or upward stores up to the 
$1 minimum, so that at least that part of the competition wouldn’t 
be as rough in the future as it had been in the past. The small man 
is probably already paying $1 an hour. 

Mr. Denr. I made an observation and I want to know if I am right 
in my evaluation of it. Years ago when the Bedaux system was first 
brought into industry, we were one of the pilots plants and it meas- 
ured time or measured work against measured income, that was the 
Charlie Bedaux system. 

I may be wrong, but it appears to me that in the chainstores that 
we have around home, for instance the Krogers and A. & P., and the 
Safeway, and the national chains, they have improved on that par- 
ticular Bedaux system. I don’t think that there is a dollar’s worth 
of produce that comes out of any of those stores, or a dollar’s worth 
of product that is not measured against the time evaluation and 
against the earning evaluation of the individuals. 

So overtime, in itself, is not a problem in this, is it? The only time 
that they work overtime is if that level of productivity of employee 
comes up to meet the overtime requirements. Is that right / 

Mr. Surrrivee. That is correct; yes, sir. 

Mr. Denr. I wanted that for the benefit of Mr. Landrum. In 
every one of these instances they do work overtime. For instance in 
our county or State we are having a fight against Sunday stores. Mr. 
Kearns knows that they are trying to stop these stores from operating 
on Sundays. The grocery stores operate on Sunday. We have blue 
laws there but they are not enforced. They are trying to fight them 
on the basis that they do not want to pay the overtime. But every 
one of them is open. Either they are producing or they wouldn't be 
open. That is why the overtime is never a question in this, Mr. 
Landrum. 

Mr. Lanprum. I do not think it would be true if we do some of 
the things that this legislation proposes. Perhaps your statement 
might be true as to now, but let us not spend too much time on that 
phase of it now. We can do that in executive session, and we have 
another witness. 

Mr. Ayres. I have to leave and I just wanted to clarify the record. 
My remark may have been misconstrued regarding Mr, Lipsen. He 
does a fine job and I am very happy to work with him. 

Mr. Dent. That is the only reason I would yield to you. 

I have no further questions. 

Mr. Hiesranp. Mr. Chairman, I would like to compliment the wit- 
ness on this statement. I think it is superb and it presents a very 
good case, and it is a well organized statement. It reflects a real 
knowledge of retailing. 

Of course I can’t agree with some parts of it because we discussed 
for instance a comparison on net worth, and as we have had in our 
previous colloquy, the expenses of retail operating, as Mr. Suffridge 
well knows from his long experience in retailing, all expenses have 
to come out of the money taken in and not out of your capital account. 
In many instances these are irrelevant and immaterial in that. As 
I say, 1 know one big store in Los Angeles that loses money in its 
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merchandising everywhere, but the stockholders do not care because 
they make money on their real estate account. 

So these are rather irrelevant and they are apt to be, I am sure 
you will agree, misleading to some degree. BRL 
" We in the retail field have to figure all expenses on the basis of 
sales, a constant, rather ‘lian some on cost and some on investment 
and some on this and that. It has to be sales. I am sure that you 
will agree on that. That is the only way you can figure it in retailing. 
Otherwise, you will go broke in a matter of months. I might even 
say weeks. 

‘Mr. Surrripcr. We are aware of the turnover thing, and we are 
aware that sometimes the retailer has 30 days to pay his bills, and we 
are aware of the fact that sometimes he has already sold his mer- 
chandise before he pays for it, and we know the gimmicks of net 
worth in this business. But yet it is interesting to get back of that. 

Incidentally, that was taken from Sales Management magazine 
so it is not a product of the retail clerks to embarrass management. 

Mr. Hrestanp. When we take anything as a percentage of net worth 
before taxes, you know the story on that one, and it is apt to be mis- 
leading. I suggest that that might be the case there. 

I did want to ask a question or two, however. Of your member- 
ship, how many do you estimate would be affected by this law if it 
were enacted at $1.25 ? 

Mr. Surrripnce. Well, I would not say there might not be some 
isolated case where someone might be affected, but, frankly, I don’t 
know of any in our membership. 

Mr. Hiesranp. It would be negligible ? 

Mr. Surrriper. Yes; very few would be raised by virtue of this 
bill. 

Mr. Htesranp. It so happens that I know of some big chains and 
big companies who are not unhappy about having their competitors 
raise their minimum wage, because they are away above the minimum 
anyway, and soon. They are not unhappy about having their com- 
petitors raise it. So there isn’t as much opposition, perhaps, as has 
been implied. 

Mr. Surrrivce. Most of us are inclined to have the wrong image 
of retailing. A person like myself who came up in a general store 
where we sold International trucks and Endicott-Johnson shoes and 
groceries, and anything else you mentioned, we probably had it. 

Mr. Hrestanp. You are striking home, sir. 

Mr. Surrrince. So we are very much aware of these things. We 
often have a false image of retailing. When you think of retailing 
how, you go to any shopping center in the country, the smallest or the 
largest town, and you will see the same array of names. It is Kress, 
Woolworth’s, Montgomery Ward, Sears-Roebuck, and in the food 
chains they are all national. So our image of retailing has to be 
changed, because of the fact that already 3 percent of the super- 
markets do 70 percent of the business, and unless the small merchant 
actually is given relief by something like this bill, I think that 10 
years from now, or 5 years from now, I would hate to think of the 
prcentage of business that the little retailer is doing, if he will be 
still there. 
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Mr. Hrestanp. I am sure you will agree with me that since we do 
have to pay a proposed increase out of the money that comes in, that 
is the sales, it would in effect eventually change the money that comes 
in; namely, the retail price eventually if it carries on. It has to come 
out of the retail proce somewhere ; does it not? 

Mr. Surrrince. It has to come out of sales, naturally; that is the 
only place where dollars come in. sb 

Mr. Hiestranp. In that event, it has to affect the cost of living. 
Maybe as your research man said, it is miniscule, but it does have to 
have an effect on cost of living. ; 

Mr. Surrrince. We presume it would have a very slight effect. 
However, the net profit that is 1 or 2 or 3 percent can be changed 
determined upon the amount that is taken off the top. If you take in 
so many dollars, we have no objection to executives getting $500,000 a 
year as bonuses, but we have to realize that that does have some con- 
trol over the price. 

Mr. Hresranp. I am sure you realize that any such bonus as that 
does not go to the executive, it goes to Uncle Sam. I don’t happen to 
know of any. 

Mr. Surrriver. It is paid before the 1 percent net profit is deter- 
mined; that is the point I mention. 

Mr. Hiestanp. It comes out of operating expense ? 

Mr. Surrrivce. Out of the cash register. 

Mr. Hrestanp. It has to, like every other expense does. 

Mr. Surrrince. Yes, sir. 

Mr. Puctnsxt. I would like to join in commending Mr. Suffridge 
for his very forthright statement here. I think it reflects pretty much 
the type of union he represents. That is the retail clerks, one of the 
most highly respected labor organizations in the country, and the 
preneint of that union, Mr. Suffridge, is certainly one of the most 

nighly respected labor leaders in this country. It came as no surprise 
to me to hear the chairman of the Senate committee of the other belly 
say when he attended this organization’s convention last year and saw 
a real democracy in action, to the membership, the delegates assembled, 
that if he were to join a union, he would want to join the Retail Clerks 
Association. I think that certainly reflects the high regard everybody 
has for this organization. 

Now, Mr. Suffridge, in your original statement you referred to a 
film made by one of these organizations. I unfortunately have not 
seen this film. Could you tell me something about it? 

Mr. Surrrince. Well, our boys in the confines of the DeSales Build- 
ing frequently refer to it as being “chamber made.” I understand it 
was made by the chamber of commerce and it does, as I have stated 
here, endeavor to show that the poor retailer will be thrown out of 
business if retailing is covered. 

Mr. Puctnskxt. Is this a film that is prepared to build up sentiment 
against this legislation? Is that the idea ? 

Mr. Surrriper. It could be used for no other purpose. In fact, we 
received our copy from a friendly employer who was shocked to see 
that type of thing in circulation. We would be happy to show it to 
any of you who would want to see it. 

Mr. Dent. Would you yield right there? 

Do not let Armstrong Cork get hold of it or it will be on one of 
the TV shows. 
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Mr. Pucinsxt. I certainly would like to suggest that our staff learn 
more about this because I am concerned about the type of propaganda 
that is being put out against efforts of Congress to meet this. 

Mr. Lanprum. The members of the committee have seen the film 
and it is available if you want to see it. 

Mr. Puctnsxt1. I am more interested in knowing how it came about 
and I would like to know how much money was spent on it, so that 
we know what atmosphere we are debating this legislation in. 

Mr. Lanprum. The committee would have no jurisdiction on how 
much money was spent on it, as long as they paid their taxes on it. 
We cannot be concerned about that. That was private money. 

Mr. Puctnsxt. I would like to ask you this question: One of the 
previous members referred to the figures on page 3 where you list the 
percentage of net profit on investment, and he stated this was rather 
irrelevant, if I understood the question correctly. I don’t think that 
they are irrelevant when you consider the small-business man who is 
dying away in ever greater numbers in America and is trying to stay 
ive against this tremendous concentration of economic power. 
When we consider how this affects him, then I believe these figures be- 
come very relevant. I was wondering if you would agree with that. 

Mr. Surrrince. Well, without prolonging the debate, I might say, 
Yes, I agree with you that the entire profit setup is reflected by where 
the money is paid out and to whom. That is before you get down to 
what the stockholder gets after taxes. 

Mr. Hiestanp. Will the gentleman yield on that point ? 

May I suggest if salaries and increases were paid out of capital 
investment, he could last only a few months or weeks ? 

Mr. Puctnsxr. We agree with that. 

Mr. Hiesranp. So it is vitally important to him, by all means, but 
it is not relevant with regard to this particular argument. 

Mr. Pucrnsxt. It is relevant only in that it gives us an idea of 
what the small-business man is up against, when you permit this tre- 
mendous concentration of economic power. 

Mr. Hiestranp. Some of the small businessmen are doing better 
than this. 

Mr. Puctnsk1. On a percentage of net profit? 

Mr. Hrestanp. Yes, indeed. 

Mr. Puctnskt. I would like to get one thing clear in my mind, 
because we continuously keep hearing about this Main Street, that 
this legislation if adopted is going to put the little businessman off of 
Main Street. I think that you have already stated the case very 
eloquently here and backed it up with figures, that this is a totally 
fallacious and erroneous argument, to the extent that this legislation 
would exclude him for the most part. ' 

But in your statement when you said that the retail clerks by virtue 
of their contract with the Fair Store in Chicago are able to set the 
wage standard on State Street, Sears & Roebuck undoubtedly can come 
Into this wage structure in Chicago but am I correct in presuming 
that they do this at the cost of workers in other parts of the country 
when you have these vast corporations? 

It may be true that in Chicago they are paying a higher standard, 
but at the expense of the worker throughout the country where they 
tan afford to pay much lower salaries, but. the money all goes into one 
pot, as you said in your statement on page 18. 








202 MINIMUM WAGE-HOUR LEGISLATION 


Now, this is the point that I would like you to clear up in my mind. 

Mr. Surrrivce. Of course, all of the nationwide corporations de- 
termine their profit on their overall operations. As I mentioned in 
the point on national pricing, in one area the clerk will subsidize the 
thing by receiving a third of the wages that someone selling the same 
item for the same price might receive elsewhere. 

Mr. Pvucrnsxt. Actually, this small businessman should be sup- 
porting this legislation, because the only way that you are going to 
cure this problem is with Federal legislation. We are going to apply 
Federal standards for the entire country ; is that right 

Mr. Surrriver. The small businessman should support it, and, in 
fact, the late president, Mr. Lansing Shields, of Grand Union Stores, 
one of whose quotes we presented in this brief or a previous brief, 
supported this coverage as being healthy for the industry. 

i r. Pucrnskt. Is it not true, also, Mr. Suffridge, and perhaps you 
are not in a position to answer this question and I do not know, that 
we are having an ever-increasing problem in retailing with foreign 
imports? I have been told that the big chains are getting an ad- 
vantage on this because of their various controls and their ability 
to buy these imports in greater quantities to the disadvantage of the 
small businessman. Is there any merit to that statement ? 

Mr. Surrriner. I think that they are better able to purchase their 
imports at a favorable price. You go around Europe and around 
South America, and you will see the same name, Woolworth’s in Ber- 
lin and Dublin, and Sears, Roebuck is here and they are in South 
America. They are all the one company, no matter where they 
operate. 

Mr. Pucrnsxr. The reason I asked you this question is because we 
are going to have testimony from the Retail Merchants Association, 
which is an association that represents for the most part the small 
businessman. I frequently feel that they have perhaps inadvertently 
misled the majority of their membership in opposing this legislation. 

Mr. Surrrivcr. I think if we had the ability to disseminate infor- 
mation nationally in the way that management has, you would find the 
small retailers throughout the Nation marshaled behind us in sup- 
porting this bill, because it is to their advantage, and there is no ques- 
tion about that. 

Mr. Pucrysxr. I have many more questions, but we have another 
witness, and you have made such a fine presentation in your original 
statement that I think that we certainly have sufficient arguments 
right here to convince us, and if anybody is confused, then I think they 
ought to restudy your statement. I think you have covered it very 
adequately. 

Mr. Surrriver. Thank you. 

Mr. Pucrysxt. Thank you very much. 

Mr. Lanprum. Mr. Dent wants to request some information from 
you, Mr. Suffridge. 

Mr. Dent. I would like to have, if you can possibly get it for me, the 
dollar amount where you give the profits as against investment and 
gross sales. I would like to have the dollar amount of profit im any 
one of the companies, or all of them, as against the dollar amount of 
payroll in the same companies, so I can relate them both in percentage, 
if you will, to the gross sales. 
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Mr. Surrrivge. I think that we can supply that. 

Mr. Puctysx1. May I make one suggestion: The retail statistician 
mentioned the studies made by the Labor Department on six different 
occasions which showed there had been no appreciable change with the 
rise in standards. I wonder if we could have that information. 

Mr. Sevigman. Oh, yes. 

Mr. Lanprum. Thank you. 

Mr. Surrrincr. Mr. Chairman, and members of the committee, we 
appreciate your patience. 

Mr. Lanprum. Mr. Hartung is our next witness. Mr. Hartung is 
president of the International Woodworkers of America. 

Did you have a statement, Mr. Hartung? We will be glad to hear 
you. I hate to work against the clock, but I anticipate shortly after 
the House convenes there will be some bells ringing for a couple of 
urgent rollealls. 


STATEMENT OF A. F. HARTUNG, PRESIDENT, INTERNATIONAL 
WOODWORKERS OF AMERICA, AFL-CIO 


Mr. Harrune. Well, gentlemen, I will do my best. I have come a 
long way to come to grips with you people. 

I have with me Mrs. Esther Peterson, who is a representative of the 
Industrial Union Department of the AFL-CIO. I am going to ask 
Mrs. Peterson to pass out some photographs of the living conditions of 
the people I am going to talk about in my presentation. 

My name is A. F. Hartung. I am president of the International 
Ww oodwor kers of America, an affiliate of the AFL-CIO. I am speak- 
ing in behalf of the 140,000 members of that union and also several 
hundred thousand other workers in the wood industry who, to my 
knowledge, have no spokesman of their own. 

I am appearing to plead for modernization of the Fair Labor Stand- 
ards Act. The minimum wage should be raised substantially, and 
should be extended so that it applies to all workers in America. 

As to specific details, we feel that the minimum wage should be 

raised to at least $1.25 per hour. F urther, we request that coverage of 
the act be provided for all workers in the logging industry. This can 
be accomplished by eliminating section 13 (a) ( 15) of the act. In the 
event that 13(a)(15) cannot be repealed entirely, we are willing to 
accept this substitute wording: 

Section 13. (a) The provisions of sections 6 and 7 shall not apply with respect 
to * * * (15) any employee employed in planting or tending trees, cruising, 
surveying, or felling timber, or in preparing or transporting logs or other forestry 
products to the mill, processing plant, railroad, or other transportation terminal, 
but only when such planting, tending, cruising, surveying, felling or preparing is 
conducted on property of which his employer is the owner and when such trans- 
porting consists only of forest products harvested from the land of his employer: 
Provided, That such employer does not own in excess of seventy acres of forest 
land. 

Permit me to give you some background details on the logging in- 
dustry. According to the statistics presented by the Forestry De- 
partment, the average farmholding in the United States, of what we 

call the little farmer, i is 66 acres. As I go through my presentation 
here, and when you will hear from the industry, you will hear a big 
55097—60—pt. 1———14 
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plea about the little farmer having to have an opportunity to cut his 
own wood. 

We feel that by eliminating the farmer who owns 70 acres of his 
own timberland, that you are going to catch practically all of the 
small farmers that may have a certain amount of wood cut each year 
off their holdings. 

We feel that many workers in the logging industry are suffering 
from the following problems: They are being denied a decent wage 
and, therefore, a decent standard of living; they do not have many of 
the rights and privileges to which employees are entitled in modern 
times and they are denied their right to try to improve their economic 
status by collective bargaining. They must have help from some 
other approach. 

The primary problem is that these logging workers are doing the 
work for the big paper companies and big lumber companies, yet 
they are not considered to be the employees of the companies. This 
means that the big companies gain the benefit of the work that these 
workers perform, but these same companies do not have to live up to 
the responsibilities which would be required of them if these workers 
were recognized as the employees of these companies. 

This may be a happy situation for the companies, but—in plain 
words—the workers are being exploited. This deplorable condition 
is based primarily on the concept of the “independent contractor” 
relationship. (See J/atheny case and Clackamas case in appendix.) 
Let me give you an illustration of how it works. 

I might say that later on in the testimony you will find reasons 
why these workers are not able to organize. I would like to give a 
hypothetical case history. Here we point out why this came about, 
and this condition was placed in the act in 1949 and since that time 
the logging companies have put into effect this proposition, and they 
call it contractors, but in a sense they are nothing more nor less than 
piecework workers, and should be treated as such and not as bona 
fide contractors. 

Let us say that I manage the XYZ Paper Co., a large firm with 
about $200 million in assets. The company does a business of $250 
million a year and has a net worth of about $125 million. Our volume 
of business has been growing at the rate of about 10 percent a year 
for the past 10 years. Every year for the past 10 years our net profit 
after taxes has been at least 10 percent of our net worth. 

We have subsidiaries and international operations. Our plants are 
located all around the country. We are an integrated company; that 
is, we do the work from the initial pulpwood processing to the finished 
paper product. 

We have about 15,000 employees. Most of our production employees 
are represented by unions. 

That is the background. 

Let us say that one of our pulp mills is located in Mississippi, or 
Alabama, or Georgia. Our mill employees are represented by a union, 
and the lowest wage we pay in the mill is $1.84 an hour; the average 
is better than $2 an hour. 

Up until now we have had our own logging operations. But at a 
recent convention in Hawaii, I was told by a friendly competitor that 
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our way was not the smart way to cut down on logging costs. He told 
me how all the angles work, and I have decided to try them out. 

This is my plan. We have large holding of forest lands located in 
this State and in neighboring States. Up until now we have had men 
on our payroll to perform our logging and transporting operations. 
We are going to break up our crews into small units, then terminate 
them from our payroll. 

We will make an arrangement with a businessman in the nearest 
town whereby he will let contracts to each of these small units. He 
will arrange it so that one unit will cut, another unit will prepare 
the logs, and a third unit will transport the pulpwood. He will buy 
the pulpwood from the subcontractors, making whatever deal with 
them he wishes, then sell to us under one contract. The trees to be 
cut are on land which belongs to our company. 

To assure ourselves other sources of sina we will soon make such 
contract arrangements with half a dozen other buyers in other towns. 
This way we can plan on a continuous surplus of pulpwood and, 
therefore, we can keep the prices low. If the middleman does not get 
as much from us as he expects, then he forces his subcontractors to 
take a lower price. 

The employees of the subcontractor probably suffer most by this, 
but they could not hope to do any better. Someone else would take 
advantage of them if we did not. If they are good workers and have 
initiative, they can probably make an average of $1 an hour, perhaps 
even more than $1 an hour—when they are working, of course. 

These subcontractor units which have fewer than 12 employees 
are not covered by Federal wage and hour legislation. If they have 
fewer than four employees, they are not covered by workmen’s com- 
pensation in the States of Alabama, Arkansas, Colorado, Georgia, 
Kansas, Maine, Massachusetts, Mississippi, Missouri, New Hampshire, 
New Mexico, North Carolina, Rhode Island, South Carolina, Tennes- 
see, Vermont, and Virginia—even though logging is the most haz- 
ardous of occupations. 

Also, those units with fewer than four employees are not covered 
by unemployment insurance in 29 States, including every Southern 
State except. Arkansas; and including the wood-producing States of 
Maine, Michigan, Minnesota, New Hampshire, Vermont, and 
Wisconsin, 

They have absolutely no coverage of unemployment, nor in the other 
States do they have coverage of accident compensation. 

In addition, the NLRB will not take jurisdiction to determine 
whether the employees want to be represented by a union, regardless 
of the size or volume of business of the unit, if the subcontractor sells 
only to a prime contractor who sells to a mill located in the same 
State. This is the “twice removed from interstate commerce” doc- 
trine. (See McDonald et al. case and Swanson case in appendix.) 

Now, I am still acting the businessman. 

To make sure that the middleman and subcontractors do not com- 
bine against me to try for a better price, I keep reminding them that 
I have alternative sources of supply. For example, we own timber- 
lands in several States close by, and we can get other timber rights 
on public lands and private lands. Besides, we can also buy pulp- 
wood outright from other sources. 
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We have very little to fear regarding the subcontractors and their 
workers. There is usually a substantial labor surplus in the forest 
areas, and most of the subcontractors and their workers do not have 
a completely clear understanding of their situation and of wage 
levels. 

For an actual case history of this nature, see the Harbor Plywood 
case (119 N.L.R.B. No. 180) in the appendix. 

In other words, the large companies use a middleman who is noth- 
ing more nor less than a figurehead, and he in turn buys from the 
people that actually go out and cut the wood and the National Labor 
Relations Board says that that twice removes them from interstate 
commerce and so you cannot do anything about organizing them 
with the help of the NLRB. 

Further, if your organize these workers into groups and you try 
to bargain for them collectively for the price that they should re- 
ceive for cutting this wood, then you run into the Sherman Anti- 
trust Act, which was established in the fisherman’s case, where they 
attempted to set fish prices on the west coast. 

I think Congressman Roosevelt knows about that, and I think 
there was also a case on the Mississippi River. So these people are 
deprived of being organized by the National Labor Relations Board 
and they are also deprived from collectively joining into an associa- 
tion to set a price for their wood. 

Immediately, then, they are supposed to be in violation of the 
Sherman Antitrust Act. In other words, they are prohibited by 
law from doing anything except accepting what the employer gives 
them, if he wants to give them something they can take it and if they 
do not, they can starve to death. That is about the condition under 
which these people are working. 

Now, I would like to go into the economic situation in the logging 
industry. We have asserted that standards in the logging industry 
are very low, and that legislation by the Congress is needed to correct 
the situation. Let us take a look at the economic situation in the 
logging industry. 

The major portion of pulpwood consumption in the country is by 
a few large companies. The 1954 census of manufacturers indicated 
that over 60 percent of the total value of shipments in the pulp mill- 
ing industry was accounted for by the 20 largest companies. 

I suggest that that proportion of the total which is concentrated in 
the hands of a few has grown considerably in the past 6 years. 
These large companies have been fabulously profitable in recent years, 
and they have n growing remarkably rapidly, as shown in the 
table. I would like to refer to this chart. There we point. out the 
type of companies that are using this wood. You will note that we 
are not talking about companies that do $500,000 worth of business 
here. We are talking about companies that do $100 million worth 
of business, or close to $1 billion. 

International Paper Co. did $920 million worth of business in 1958. 
The lowest one on that page is $157 million. Their net income after 
taxes runs 9 percent, 14 percent, and 10 percent, and 10 percent and 
so on. 

We are dealing with companies here that have plenty of money in 
the bank. They are expanding very fast. Still I want to say to 
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you gentlemen that when I prepared this first brief here which I am 
talking about now, I presumed that the testimony given by Mr. Brom- 
ley and some of the others before the Senate, that these people were 
all earning $1 or more were accurate. 

However, since that time I have gone down and I had some people 
go into the South and we went out and talked with actual contractors 
and we have sworn affidavits which I will refer to later on which show 
that these people are actually making around 35 cents an hour, and 
some of them as low as 23 cents an hour. 

These are the same people that are working for these companies, 
as these affidavits will prove. They are companies that are doing a 
business close to $1 billion a year. 

(The chart referred to follows :) 


Financial information of selected firms in the pulp and paper industry * 
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' Preliminary. 
‘Computed relative to net worth at the beginning of the period. 
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Source: Moody’s Manual of Industrials. 
Prepared by the IWA Department of Research and Education. 


Mr. Harrune. Now, some large paper companies and some large 
lumber companies do hire employees to perform their logging work. 
Where this is done, there is no problem of minimum wage coverage 
mder section 13(a) (15). 

Rather than putting logging workers on their payrolls, many large 
pulp and timber companies use the device of the “independent con- 
tractor” and the device of the middleman. This may keep down the 
price of pulpwood paid by the company. It may or may not enrich 
the middleman. But it usually seems to keep the so-called “inde- 
pendent” operator and his employees in poverty. 

There are some bona fide independent logging operators. Usually 
they have direct connections with sawmills and other outlets for their 
products. But they are not small. In this logging industry they are 
faced by depletion of timber resources, rising costs, competition, and 
other problems. 

They cannot stay little and survive. They grow or die. But we 
ire not concerned with these large or medium-sized independent op- 
trators, because they are not excluded by the act now. 
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There are also some part-time logging operators; that is, farmers 
and others whose main occupation 1s something other than logging, 
but who cut a few logs from their own lands on a part-time basis. 
Our a ppm rewording of the clause in the act would omit the bona 
fide small, part-time operator from coverage. 

At this point it might be worth noting that the existence of this 
group is usually emphasized by those who oppose our position. They 
say that the exemption which keeps wages depressed is desired by this 
group. How could a man desire a loophole in a law which is re- 
sponsible for the continual depression in the price of his own pulp- 
wood ? 

Now we come to the group in question today, the so-called “inde- 
pendent” operator. I shall properly call him the “captive independ- 
ent” operator. He may have a contract from the company for which 
he is cutting, or he may not. He may have employees of his own, or 
he may not. But 9 chances out of 10 he is being exploited about as 
badly as his employees are. 

In some places dozens of small, captive independent operators with 
one or two employees are doing the work for a single pulp company. 
They deliver the goods to a middleman who beats down the price as 
far as he can—or has to—and the middleman sells to the company for 
the best he can get. 

This arrangement may save the company money that it would have 
to pay if it maintained a logging department or subsidiary, and it 
may not. Whether or not it saves money for the company, it does 
keep at a depressed level the income of the workingmen involved— 
the captive independent logging operator and his employees. 

Because of the great increase in productivity in agriculture and the 
declining prices for agricultural products during the past 7 years, 
there is usually a mei of labor in the vicinity of the timber-pro- 
ducing areas. This means that the opposition’s argument “They must 
like their present status or else they would go into some other work” 
is unfounded. There is no alternative employment. 

When you compare the affidavits with that statement, it is quite 
obvious that these people would never accumulate enough money 
ahead of time to ever get out of that community. They are prac- 
tically kept there by economic slavery because they do not have enough 
earning capacity to get money enough to move somewhere else. 

Mr. Lanprum. If you would yield at that point, the Congressional 
Record is replete with statements over the last 3 weeks of a consid- 
erable number of the people from the section you are talking about 
there moving into Chicago and Detroit and New York by airplane 
and by train. They get the money somewhere. 

Mr. Harrune. I am sure, Mr. Congressman, that you will not find 
any of these are pulpwood cutters who have been working for these 
companies for the last 5 or 6 years. They must have been picking 
cotton or something else, because they could never make it cutting 
pulpwood. 

Mr. Lanprum. Those who pick cotton when it is in season really 
cost you money now, more than any $1.25 per hour. 

Mr. Hartune. The sellers of pulpwood are small, unorganized and 
in competition with each other. The pulpmills are large and weahge 
there is considerable evidence that they all pay approximately the 
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same price for the pulpwood they buy. The prices for pulpwood have 
remained de vened! for many years. 

On the other end of the pulp and paper business, there is evidence 
of no price competition among the suede which the companies sell. 
There is another problem, but I mention it to remind us that com- 
panies which do not compete in price when they are selling should not 
be expected to compete in price when buying. 

Many of the large pulp companies could use their large holdings of 
timberland or timber cutting rights away from the immediate vicinity 
of the mill if higher prices were impending. This is another whip 
to hold over the heads of the captives who might threaten to organize 
for a higher income. 

On the problem of organizing into labor unions, this is a difficult 
problem. It is difficult to organize workers who are widely scattered 
and have many employers. Even when we are able to be recognized we 
cannot get better wages for the workers in a few cases when our 
members are surrounded by operators who are paying less. 

From the point of view of public policy, the workers are virtually 
excluded from the use or protection of the National Labor Relations 
Board, thanks to the Board policy on independent contractors, the 
Board’s dollar jurisdiction limits, and the Board’s twice-removed- 
from-interstate-commerce doctrine. 

I might point out at this particular point that these companies that 
I mentioned to you a moment ago are concerned here. We do have 
contracts with them in their plants. There is International Paper, 
and the Masonite Corp. They have $1.84 minimum wage, and that is 
for the sweeper. Still, the people that produce the raw material make 
about 35 cents an hour and work under all kinds of conditions, and 
they have no social security or no protection of unemployment 
insurance. 

Mr. Lanprum. How is that wage rate determined, the 35 cents an 
hour? Do you mean they are employed at that? 

Mr. Hartuna. That is their yearly earnings and their income tax 
reports will prove those up. I will get to that as I run through this 
on these affidavits. 

Mr. Lanprum. How do you arrive at the 35 cents an hour? 

Mr. Hartune. Perhaps I, at this point, should read you one of these: 
affidavits. Here is one here from a Mr. Harvison. 

I, L. J. Harvison, buy, cut, haul, and sell pulpwood to the International 
Paper Co., Scott Paper Co., and Masonite Corp. International Paper Co. pays 
me $18 for each unit that is hauled 18 miles or more. If I haul less than 18 


niles, I am paid $17 for each unit, the same as paid by Scott Paper Co. and 
Masonite Corp. 

I have three men working for me who do the cutting and loading of the 
timber and I drive the truck. We average working 10 hours a day for 5 days a 
week, 

We are able to average cutting and hauling about 50 units of wood a month. 
During the winter we are bogged down in the swamps and do not get to haul 
the first load of wood for several days. Some days we can cut and haul three 
loads or six units. 

I pay my cutters and loaders $4.50 per unit, or about $2,700 a year. 

My power saw and repairs on saw cost me about $900 a year and the cost and 
expense of operating my truck is about $900 also. I have to pay about $8.50 a 
unit stumpage, or about $5,100 a year. This leaves me with an income of about 
$900 for a year’s work. 
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They all run about the same. Here is another one. 

Mr. Lanprum. He is an independent contractor that you are talking 
about, is he not ? 

Mr. Harruna. Yes, sir; and the people who work for him average 
about $75 a month, and they work 10 hours a day, 40 hours a week. 

Mr. Lanprum. You say he pays the people $4.50 a unit. That is 
slightly more than a cord. A unit of this measurement is slightly 
more than a cord, is it not ? 

Mr. Harrune. Yes, sir. 

Mr. Lanprum. How long does it take a person to cut a unit of this 
pulpwood ? 

Mr. Harrune. According to this testimony, the four men, if they 
have a good day’s work, can turn out six units between them. That 
is six units for the four men. That is a day’s work. They have to 
pack it out by hand, and a lot of it is in swamps and they work under 
all kinds of adverse conditions, and many times these people have to 
use a horse and what they call a stone boat to drag it out of the muddy 
places into higher ground and then they unload it and probably load 
it onto a truck, and then they haul it in the 18 or 20 miles and some- 
times they have to haul it further. 

You will note from this testimony that. if he hauls more than 18 
miles, that is, 20 or 25 miles, he still gets the same amount of money. 
The $18 a unit, that he gets, he has to pay $8.50 of that to the com- 
pany for the privilege of cutting the wood. So he has not very much 
left. 

All of these affidavits are in the same way. We talked to some 50 
or 100 different contractors in different States, and they all tell about 
the same story. They all haven’t got the courage to put their name on 
a piece of paper, though. But these four people here would have 
come before the committee and testified. However, they haven’t got 
the money to pay their own way here, and the union felt that possibly 
we would jeopardize them, and we had a lot of trouble with Mr. 
Harvison when he got back from testifying before the Senate 
Committee, 

He was blackballed, and they refused to handle his wood, and I was 
fortunate to come back to Washington the next week and I appeared 
before the Senate committee and I had Senator Morse read an affidavit 
into the record and Senator Kennedy made quite an issue out of it, and 
shortly after that became public, they put him back to work. 

This is quite well known there, and so people are afraid to come up 
here and testify. 

To summarize this note on the economic conditions in the industry, 
some of the large pulp companies are having their logging work done 
in such a way that they are avoiding their responsibilities as em- 
ployers to the workers who perform their logging work. 

They are passing the risks of logging onto captive independent 
operators. They are avoiding their responsibility to pay decent 
wages, and to pay for the costs of social insurance and fringe benefits. 
These wages and costs are not sufficiently included in the miserable 
prices which the operators are able to get for their wood. The mid- 
dlemen in the situation are often profiting from this sad condition. 

The workingman—that is, the captive independent operators and 
their employees—are suffering because of this economic system. 
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Logging establishments in the United States, 1954 
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Source: Census of Manufacturers, 1954. 


Now, in 1954, that was about 5 years after this provision was put 
into the Fair Labor Standards Act, and you will note 72 percent or 
9,266 firms were employing 1 to 4 people. There are 17 percent em- 
ploying five to nine. 

Mr. Roosrvetr. Are there any figures that would give the numbers 
or the percentage of the number of employees against a total in those 
categories? For instance, in the one to four, that is 72 percent of 
the total number of firms; is that not correct 

Mr. Hartrune. That is right. 

Mr. Roosgveir. What percentage of the total employed in logging 
establishments would that. be, roughly ? 

Mr. Harrune. Those that are in that category who are exempt, 
the people under contract, would all be exempt. Anybody that works 
under 12 or less would be covered there. 

Mr. Roosrvetr. What I am trying to get at, is there any way of 
getting the total employed in that one to four group and so on down 
the line? 

Mr. Harrune. We can get that for you, but roughly speaking it is 
about 110,000 people. 

Mr. Roosevevr. In the total? 

Mr. Harrune. Yes, sir. 

The logging industry is composed of small employers. The 1954 
census of manufacturers revealed that, at that time, 72 percent of 
logging operations had four employees or less. 

Mr. Roosrverr. You will remember in the other body the subcom- 
mittee was discussing raising the exemption by the number of em- 
ployees, and I want to get some figures as to how many that would 
exempt. 

Mr. Harrune. It was over 100,000, and we roughly estimate around 
110,000 penile that are in this category, producing logs and wood, 
that are being employed in groups of 12 or under. 

Mr. Roosrvetr. If you made it 12, I want to see how many that still 
leaves out. 

Mr. Harrune. All right. This has resulted from the breaking 
down of logging operations into small units. All of the other problems 
result from this breaking down by way of the independent contractor 
device. I suggest that the entire American economy suffers from 
this method of logging operations. 

I suggest that the present system is inefficient, wasteful, and un- 
economic from the point of view of the general economy. Certainly 
it is from the point of view of the workingman. 
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We have presented the case that the workingman is suffering and 
the economy is suffering. We think that the present system is at 
fault. We think that the system should be changed. There are many 
possible ways to correct the present deplorable situation. ; 

First, the Congress can close the loophole created by section 13 
(a)(15) by outright repeal or by revising the wording as we sug- 
gested, and then raise the minimum wage substantially, at least to 
$1.25 and preferably much higher. = 

What would happen if that were done? The captive independents 
would have to raise wages to their employees. They would have to 
get a better price for their wood or be more efficient, or both. If 
wages became so much more attractive, then many of the captive 
independent operators would quit their own business and go to work 
for someone m 

The large pulp companies might have to start their own logging 
operations again if there were not enough captive independents. 
Their logging workers would have to be treated as well as the rest of 
their employees. The standards of living of these workers and of 
their communities would be raised. 

Would the captive independents all go out of business? I doubt it 
very much. Of course, some of them go broke every day as it is now. 
But to say that they will all suddenly go out of business is an extreme 
and irresponsible statement. Such prophecies of doom are always 
offered by someone when a question of change is being debated, but 
the world has never come to an end as a result of an increase of the 
minimum wage. 

We have pointed out that if the exemption of people who own 70 
acres of timber or less can be exempted under that, we are perfectly 
willing to go along with it. I spent practically all of my life in the 
woodworking industry myself, and, in fact, I run logging camps out 
on the Pacific coast, and I know a farmer with 60 acres does not hire 
much help. In fact, he is self-employed and he would not even be 
covered by this because even in fast-growing country, if they cut a 
cord per acre per year that is all they can take off and keep sustained 
yield every year. 

There is a second possibility for corrective action. The Congress 
might legislate that the captive independent operators and their work- 
ers are legally the employees of the large vais and paper companies 
for which they are doing the work. This would require that the com- 
panies live up to their responsibilities as employers. 

There is a third possibility. The Congress might pass legislation 
which would guarantee the captive “independent” operators and their 
workers the right to organize and bargain collectively with the pulp 

companies and their middlemen. In this way, they could improve 
themselves through their own action. 

Any or all of these actions might be taken to improve or correct the 
present economic situation in the logging industry. 

Permit me to make a brief comment about those who have appeared 
and will appear to oppose our position. Many of their statements 
will be very inconsistent with what I have said. 

Now, I would not have anyone think that these gentlemen are not 
sincere and honest in their position. I believe they are honest and 
sincere. Let me tell you why I think they do not agree with me. 
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It would be wonderful if these sincere opponents would come in 
here and say, “We agree with you, standards of wages and hours in 
the logging industry are too low. This problem is the fault of the 
economic system which exists in the industry. Yes; the system should 
be aaienk and legislation by the Congress is the only effective way 
to change it.” 

We feel that these arguments are not bringing out the facts. When 
Mr. Bromley and the pulpwood operators testified before the Senate 
committee last year, they made statements to the effect that they paid 
as much as $125 a week to an individual. There was no effort made 
by the committee to break that down as to what that was for and I 
think when you read these affidavits here you will note that this one 
individual probably had to pay three or four other men out of that 
one paycheck. 

That does not leave him very much for himself. We feel that the 
fact that these companies are big companies, certainly they should be 
able to pay the minimum wage and work under the Fair Labor Stand- 
ards Act provisions. 

Let me mention a few reasons why these sincere opponents of mine 
have not said and will not say this. First, I believe that the working- 
man in the logging industry is entitled to a wage good enough for him 
to enjoy as high a standard of living as a worker in any other durable 
goods manufacturing industry. 

My opponents do not feel that the workingman is entitled to that 
much; therefore, they do not feel that economic standards in the log- 
ging industry are too low. 

And they disagree with me about changing the system for three 
reasons: (1) They believe in theories of economics which were fash- 
ionable 100 years ago; (2) they are doing very well under the present 
system and they do not want to “rock the boat”; and (3) they, like 
many businessmen, are in the habit of opposing change. 

My opposition falls into three groups—spokesmen for the large 
pulp and paper companies and large lumber companies; associations 
of various types, some of which claim to be spokesmen for the small 
independent logging alge ach and individual logging operators, 
sawmill operators, lumber dealers, timberland owners, and various 
other large- and medium-sized businessmen. 

I maintain that none of these people is appearing in behalf of the 
interests of the really small logging operators and their workers. The 
representatives of the large companies are appearing in their own in- 
terests which is certainly their privilege. 

The associations are appearing to speak for the large- and medium- 
sized firms in the industry who are doing so well under present condi- 
tions. This is natural; most of the income of these associations comes 
from these large- and medium-sized firms. 

These individual logging operators, sawmill operators, lumber deal- 
ers, timberland owners, company agents, and various other large- and 
medium-sized businessmen are representing their own interests. I am 
happy that we have a country where they are entitled to speak for 
themselves. But keep in mind that everything they say is primarily 
for themselves. 

Whether or not they know what is best for the small, captive inde- 
pendent logging operator no one can tell. But we can be sure that 
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what they say will be based on their own self-interest first. Needless 
to say, almost to a man they will disagree with me and will insist that 
nothing be done to modernize the act and improve standards. 

Last year I brought with me to the Senate Labor Subcommittee 
hearings a man who was a bona fide small, captive independent opera- 
tor. During the hearing he was so frightened that he could hardly 
talk. After he got back home to Mississippi he was threatened for 
having come to Washington to testify. 

In the 1958 and 1959 hearings by the Senate Small Business Com- 
mittee there were a number of indications of people being afraid to 
come in and speak. I present this argument to you as reason enough 
for the absence of bona fide small, captive, independent operators to 
speak for themselves. That, plus the fact that they could not afford 
to pay their expenses to Washington. 

iow me to run through the stock arguments which the opposition 
always presents, and to set forth a few replies to these fairy tales, 
First, let me say that these statements are usually liberally sprinkled 
with sweet words such as “individual initiative,’ “American way of 
life,” “independence,” “incentive,” “private enterprise,” “Government 
interference,” “inflation,” and so on. 

These terms are only intended to add something to arguments which 
are feeble attempts to justify the status quo, and they deserve no reply. 
Most of the rest of the arguments are founded on economics. I am 
sorry to have to say it, but almost all of them are an insult to the intelli- 
gence of the Congress. 

The arguments start out with a brief statement of the organization 
of the industry, such as: 

The nature of the industry and the raw materials require that the workers 
operate alone or in small groups over a widespread area. 

This is true—if the timber is thin or if the spreads are small and scat- 
tered, but it is also relatively unimportant. Telephone installers also 
work alone or in small crews covering large areas. 

They continue along these lines: 

The practice in the industry is to pay by a piece rate; the workers are paid 
according to the amount of wood they cut. This is much easier than requiring 
the employer to keep records of hours and keep the men at work constantly by 
tight supervision. 

If the workers were covered by the act, the employer would have to discontinue 
the piece rate, would have to supervise constantly to keep the men at their work, 
and would have to keep the “complicated” wage-and-hour records. The em- 
ployer cannot afford to pay a supervisor and a bookkeeper for these purposes; 
he cannot afford to do this work himself because he is too busy working and 
he may not be literate enough to handle the bookkeeping. 

Right there, gentlemen, the operators themselves, and if you go 
through the operators’ testimony before the Senate committee, they 
talk about piece rates. That is what itis. How they can be piecework 
workers and private contractors at the same time is beyond me. 

I think the piecework is a proper definition of these people and not 
contractors. Not one of those people has a written document or one 
word on a piece of paper as to a contract. The wood buyer can go in 
there and stop them from cutting any time he wants to. They have 
nothing in writing whatsoever. It is merely a verbal understanding, 
“You go out and deliver wood here for $18 a cord or $17 a cord and you 
have to pay the owner of that particular piece of ground $5 a cord 
or whatever it is per unit or whatever system they use.” 
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It is actually not a contract. By the employers’ own testimony that 
they pay them by the piece, that is how these people should be classi- 
fied and not as bona fide contractors. If we could eliminate the ques- 
tion of bona fide contractors in there then, of course, I think that we 
could organize them and probably would not be running afoul of the 
Sherman Antitrust Act. ! 

But they have these people so tied up by this confusion of being 
bona fide contractors that we have not been able to break through the 
National Labor Relations Board on that. 

Mr. Roosrve.r. That is a very good approach to that problem. I 
do not think it would be germane to the minimum wage bill and I 
think that would have to be a separate piece of legislation. 

Could I ask you one thing there? Obviously, if the minimum wage 
were applied to these people that you listed on page 11, that would 
mean that these subcontractors would have to be getting more all of 
the way down the line. 

Has any study been made as to what effect that would have on the 
net profits which you list? Would it reduce the net profit from 9 per- 
cent to 8 percent, or whatever it is? 

One of the things I think which is important for us to be able to 
show is that it is possible to pay it. Lf there was any way in which 
we could do that, that would have to mean that you would have to 
have some figures as to what the percentage of cost as far as wages is 
to bear on the total cost of the operation and so on until you got into 
the company. 

But if we could show the actual effect on these big companies who 
would be the ones who in the end would be paying it because every- 
body would raise their price up to the big company, I think your 
case would be made without any question. I do not know whether it 
is possible for you to produce that or not. 

Mr. Harrune. Mr. Congressman, I presume the only people who 
could give you those figures would be the operators themselves. I do 
know that the price that they are paying for stumpage or for cord- 
wood here in the South in many areas is about 100 percent less than 
what they get for the same type of wood on the west coast. The west 
coast companies make plenty of money. I do not think—— 

Mr. Roosevetr. You are talking about 110,000 people, roughly. 
You know about what they are earning today, do you not, across the 
board, as an average? 

Mr. Harrune. Yes; later on we will show you the organized plants. 
They are under the act and we can show what they are earning. 

Mr. Roosevetr. We are talking about the ones outside of the act. 
Let us say there were 100,000 or whatever it is. If you could get that 
figure, you would have a pretty good idea of what the total bill was 
going to be that you were adding to the industry by making them 
come under the act. | 

If you take that against the net profits of the company, you would 
pretty quickly be able to show as other industries show us, for in- 
stance, that this would be an X percentage against total sales in the 
industry. 

If you could do that kind of a figure for us, I think that we would 
be pretty quickly able to tell whether the industry could afford it or 
could not afford it. ; 
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to have labor to carry out this work if the tremendous influx up North 
continues ¢ I 

Is there any problem in recruiting adequate labor to perform this 
work because of these tremendously low standards ? 

Mr. Harruna. Well, Mr. Congressman, they do not have any trou- 
ble because as you pointed out earlier, their wages are so low that 
they never make enough to get away from there. They are more like 
slaves than they are free workmen. 

Sure, they can go out there and work, but they never got anything 
to live on. Now we also have some written testimony here that most 
of these people, along with working, are on relief of some kind the 
year around. ‘They have to have additional help from the State or 
from the communities there in order to survive. 

It is a deplorable situation. I think it is one of the worst in the 
United States. The reason that I feel so obligated to speak out 
loudly about it is that if they were small ee trying to survive, 
that would be one thing, but 60 percent of all of the paper products 
were done by 20 companies, and that is about 6 or 8 years ago, and 
that is the last figures available on that. 

I know that companies like Georgia-Mississippi Co., and other com- 
panies, have taken up a lot of these companies during that time. I 
presume that the pulp and paper industry, practically 80 percent of 
itnow is owned by these 20 companies. 

Mr. Puctnsk1. Do you have any idea what the comparison is be- 
tween the salary of these people and comparable workers in Canada, 
ina similar industry ? 

Mr. Harrune. Well, it is about 200 percent different. 

Mr. Pucinsk1. Upward; you mean the Canadian workers get about 
00 percent more ¢ 

Mr. Hartung. Yes, in Alberta, and up around there. In Canada 
we do not have these laws to hinder us, and in Alberta the average 
pulpwood cutter up there will make about $2.50 to $3 an hour. 

Mr. Pucrnsx1. Then they pass that cost right on to us when they 
ell us the paper. 

Mr. Harruna. Absolutely. 

Mr. Puctnskr. And we hacve had rises in paper, for instance, and 
[remember 20 years ago, newsprint for instance, cost, I believe, $40 
iton. I think it is $140 a ton now. Newspapers used to cost 2 cents 
‘copy, and they cost 7 and 10 cents a copy in this country now. 

But yet I do not hear anybody violently complaining about that 
‘ituation, and yet when we try to help these people down here raise 
heir standard at least to a living standard, we hear a great deal of 
(pposition. 

Mr. Harrune. That is right. 

There are three points in that statement which deserve an answer. 
first, the piece rate. There is widespread use of the piece method 
if payment in logging in some places. However, we ve not accept 
this statement on its face because we have evidence to the contrary. 
A study—Bulletin No. 130—conducted by the Bureau of Labor Statis- 
les in 1957 of wages in southern sawmills included a sample of log- 
sng workers connected with sawmills. 

This sample was representative of the entire South, and it included 
thousands of logging workers. According to this sample, only about 
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Mr. Harrune. I do not think that there is any argument, Mr. Con- 
gressman, that they can afford it. 

Mr. Roosevett. I do not either, but I would like to be able to prove 
it. 

Mr. Harrune. I think that the net profit of these companies is 
tremendous, and it is much larger than most other business. enter- 
prises in the United States. ; ' 

Now, as to exactly what the raw material cost would be in the over- 
all production cost of a piece of hardboard or whatever they might 
be making out of that, whether it is paper or hardboard or some other 
kind of a manufactured board, only the companies’ figures, of course, 
could produce that. 

Mr. Roosevett. They will be before us and I will certainly try to 
get that figure from them. 

Mr. Harrune. They certainly must know what their unit cost is 
to them. But the question of $18 for a unit of wood is involved, and 
you have to take $18.50 and haul that 18 miles. In California you 
would pay about $9 per 1,000, which is just a little bit more than a 
cord, to haul the logs that far. That is just for the hauling. 

Here these people have to cut it and haul it and pile it and every- 
thing else, and the price is ridiculously low. In this testimony, as 
you go through it, you will find where we have pointed out, and I 
know time is running short on us, but we point out in there that 
while they have increased wages in these various companies by sub- 
stantial amounts, the increase to the pulpwood cutter has been prac- 
tically nothing. 

It is about 9 percent over the last 10 or 15 years. Now they have 
raised the wages in the plants, but not to the person that cuts the raw 
material. I have those figures. 

Mr. Puctnsxi. On that point, one of the largest increases in cost of 
finished product has been in the paper industry; is that right? That 
is in the pulpwood industry and yet you say that this has not been 
passed on to the worker down there. 

Mr. Hartrune. As far as the people who cut the wood, these figures 
will show that they got an increase of about 9 percent in the last 10 
or 15 years. While they have raised the wages in the plant, take 
Masonite for instance, the Masonite Corp. in the last 10 years raised 
the wages 100 percent or maybe more than that. I do not have the 
exact figures on that, but the people who cut the wood, they have got 
about 9 percent. They got as much for cutting and delivering the 
wood 10 years ago as they are getting now. 

Mr. Puctnsxt. I am very concerned about that. You say there are 
people in this country who are earning between $15 and $20 a week. 
Is that the basis of your figures here ? 

Mr. Hartvunea. That is right. 

Mr. Poctnsxr. Now, the chairman had said, and we have heard & 
great deal of testimony about a great movement of these people by 
plane and train to cities like Chicago. It is true that we are gettin 
a tremendous influx in Chicago of these tremendously underpai 
workers. 

I was wondering, doesn’t industry down there realize that sooner 
or later they are going to face up to the fact that they are not going 
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for overtime. Such workers as the crippled, the elderly, the lazy, and those who 
are unstable would have to be laid off, and would have to stay on public relief. 

But under the present system they are working and taking care of themselves, 
even though they may not be able to work very hard. Their employers would 
have to let them all go if the minimum is raised and the coverage of the act is 
broadened. 

It does my heart good to know that there are men in business for 
the sole purpose of providing jobs for these below-average workers. 
This is a fairy tale. The logging industry is the most dangerous 
oecupation in America. This work is heavy and hard. A great deal 
of it is done by hand. After 8 hours on the job, you know that you 
have done a full day’s work; you are entitled to be paid a good wage 
for this full day’s work. 

There is no place there for the elderly or the disabled worker. He 
will endanger his own life and the lives of his fellow workers. He 
should be placed in some other type of work, if he exists. I do not 
believe that these generous businessmen have disabled or old workers 
on their payrolls. 

I have been around logging operations all my working life and I 
have not seen enough old or disabled workers in that type of work to 
count. In this breath these gentlemen admit that there are no other 
job opportunities available to these workers. 

Now, the industry spokesmen have repeatedly testified, and you 
will find it in the Senate record, that while they hire a lot of handi- 
capped workers, I would like to refer you to one of these pictures in 
here which says McLean Wood Yard of the International Paper Co., 
McLean, Miss., “Note this wood is being transferred by hand.” 

Now, there is no individual or invalid or half cripple that is going 
to handle those big pieces of wood and throw them around all day 
and make a living at it. That is the type of wood that they are re- 
quired to handle. These people try to make you believe that it is a 
kind of haven for the handicapped. 

That is a ridiculous statement. A handicapped person could not 
make 15 cents an hour, or probably 15 cents a day. Mr. Bromley 
made that statement, and I challenged him one time to go out and 
see which one of us could cut the most wood, but he didn’t take me up 
omit. I think we would both starve to death. 

Next argument: “These subcontractors and their workers must be 
satisfied with their deal—they have not gone into some other work.” 
This fits well with the previous statement that they work on loggin 
or go on relief. The mere fact that a man does not change his jo 
or his occupation is no indication at all that he is satisfied. Any 
number of things may cause him to stay on; for example, this job or 
none at all. This is especially disgusting at this time, when the De- 
enna of Labor reports unemployment of 4,150,000 for January 

60. 

The next argument: “The farmer who cuts a few trees from his 
own land to supplement his income would also be covered, and it 
would be too much bookwork for him, It would require him to pay 
more for his help than he could afford, depriving him of his side in- 
come and depriving the market of his wood.” It makes me feel great 
to hear that these people are thinking of the problems of the small 
working farmer. If the general level of income of the pulpwood 
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314 percent of logging workers in the South are paid by piece rate; 
the balance are paid by the hour, day, or week. 

If the sample used in that study was accurate, then what happens to 
this big argument by the opposition about the importance of the piece 
pay system? I am forced to draw the conclusion that either they do 
not know what they are talking about, or they have chosen some very 
untypical cases to support their argument, or they are just trying to 
hoodwink the Congress. We doubt that the piece system is important, 
as I have said above. 

But even if it is widely used, being covered under the Fair Labor 
Standards Act would not force the employer to discontinue the piece- 
rate method of payment. It is used in some places by logging opera- 
tors who are now covered by the act—in the Northwest, for example. 

Next point: Employer would have to supervise constantly to keep 
the men at work. This statement reveals the attitude of the men who 
believe it. It indicates that these men feel that workingmen will only 
work if a whip is hanging over their heads or if a reward is hanging 
in front of their eyes. 

That is exactly what this “either incentive pay or tight supervi- 
sion” theory means. I do not subscribe to this theory, but even if it 
were true, the employer would still be free to use his piece rate sys- 
tem as long as the hours he works his men and the wages he pays 
them are legal. 

The last point: Employer would not be able to keep the “compli- 
cated” wage and hour records which the Department of Labor would 
require of him, and would have to hire a bookkeeper to do this for 
him. 

Answer to that: The records are not that complicated. How can an 
employer with 13 or 14 employees manage this task, but an employer 
with 11 or 12 not be able to; and a businessman has to have some 
knowledge of bookkeeping nowadays or he would never be able to 
file a tax return. 

If this small employer can have a bookkeeper for his tax return, let 
him use the same one for his wage and hour records. If he has no such 
bookkeeper, then he must keep these records himself. If he does not 
keep these records at all, then he will not stay in business long. 

At the present time, every single employer in the logging business, 
even if he is only a small captive independent operator, must file an 
income tax return on his business, must withhold and send in income 
taxes from the wages of his employees, and must withhold and send 
in contributions for social security taxes. He must prepare with- 
holding statements for his employees and the Government at the end 
of the year. 

This means that he is already keeping records of all the required 
information except the hours worked by his employees. And the 
arguments of the opposition on this point are unfounded, unless, of 
course, these arguments are simply admissions that most. small em- 
ployers in the logging industry are guilty of tax evasion. Perhaps the 
Internal Revenue Service should start a broad investigation of the 
logging industry. 

Another argument advanced by the opposition goes like this: 

There are many employees in the woods who would not be worth their pay if 
their employer were required to pay them $1.25 an hour and time and one-half 
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roducers is raised, then this farmer can probably begin to get a — 


ecent price for his wood. Since this argument has some merit, we 
have offered to accept a revised wording of section 13(a) (15), in lieu 
of absolute repeal. This will exempt the bona fide small, part-time 
operator. 

Another argument: “Thanks to the piecerate in widespread use in 
the logging industry, virtually all of the workers exempted from 
the act are now st the statutory minimum—especially if they 
work hard; why change it?” First, we have presented evidence to 
indicate that the piecerate is not very widely used in the Southern 


States, where wage standards are the lowest. Second, if the wage | 


is already at least the minimum, why is there so much resistance to 
extension of coverage under the act? Third, even if this assertion is 
true—and I doubt it—a bare $1 an hour is not a decent wage. 

One final note: Some of the persons appearing before the Congress 
during the past few years to plead against a decent standard of 
living for logging workers have maintained that their appearance 
and comment was in the public interest, rather than out of self- 
interest. This is not the same definition which I use for the public 
interest. 

Some general challenges to the opposition: Permit me to present 
some general challenges to the sincere gentlemen who will appear to 
plead in opposition to a decent standard of living for logging workers. 

First, the associations. Last year 16 associations appeared before 
the Senate Subcommittee on Labor to oppose the extension of cover- 
age of the act to all logging workers and to oppose the raising of the 
minimum wage. 

I wish to assert at this point that these associations are the spokes- 
men for the large and medium-sized companies, the middlemen, and 
the timberland owners who are profiteering from the present abomi- 
nable economic standards of the workingman in the logging industry. 
If any of these associations wishes to refute this statement, I suggest 
that it prove whom it represents by producing evidence of who its 
policymaking officers are and producing evidence that a majority 
of its operating expenses are not paid by the large- and medium- 
sized wood-using companies, the middlemen, and the landowners 
who are profiting by this present economic system. 

The people who have appeared to resist the effort to help logging 
workers toward a decent standard of living have made some strange 
statements which I would like to have cleared up. 

Last. year a landowner, forest farmer, timber producer, and dealer 
who has logging operations which are exempt said that he keeps his 
own records but that “to assume additional recordkeeping prob- 
lems * * * would create undue, if not impossible, hardships on us 
small producers.” How much of this concern simply results from 
this man’s knowledge that he would have to pay more? This same 
man stated that his logging employees are paid “asnarally well above 
the minimum wage.” However, he opposed raising the minimum 
because he has “to compete for labor with other industries,” even 
though he had previously admitted that in his community “employ- 
ment opportunities are already quite limited.” 

Another who appeared in his capacity as past president of 4 
loggers association is actually an official in the management of 4 
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aper company, which fact should give a fair indication of whom 
e was speaking for. In his statement he said that it was impossi- 
ble to watch over and know where and when every worker is work- 
ing for the purposes of paying him a decent wage. Later in the 
same statement this spokesman said that “Employers * * * keep a 
careful watch on each employee’s production” for the purpose of 
making sure that the employer gets his money’s worth. He also 
said that “earnings of woodsworkers in excess of $2 per hour are 
quite common.” I want to know what the average wage is and 
what the lowest wage is, not what the highest is. We are here 
concerned with the minimum wage, not with what an outstanding 
few are making. 

If I went over to France and discussed American wages with 
French union members, would I be justified in saying, “Look, Ameri- 
can workers earn up to $5 million a year,” simply because a few top 
management men in some industries are paying themselves that 
much ¢ 

This same paper company official was accompanied by some other 
men who were middlemen between the logging operator and the pulp- 
mill. Some of these men also had their own logging operations. One 
or two of them said that their “good men who are up there to work 
would range from $2 to $2.50 an hour.” Another said that it is 
“not uncommon for me to write a check in excess of $100 a week to 
these men that are really in the business to cut wood.” He did 
mention that these cutters had to provide their own chainsaws, and 
I assume that they also had to keep them up, so that these are ex- 
penses which they must deduct from their $100 check. He did say 
that he furnished the horse to transport the logs but he said nothing 
about food or lodging or transportation to be furnished to the work- 
ers and he did not bother to mention whether or not this man worked 
100 hours for his $100 check. And none of these men bothered to 
mention how pitful the average wage that they paid is. 

Another group included a representative of an association who was 
a timberland owner, a sawmill operator, and dealer in pulpwood. He 
was accompanied by two sain Gaseegion and by a logging operator 
and pulpwood dealer. Only one of these men was actually in the 
logging business, and he was not a small operator. He—and the rest 
of them—is one of those who are profiting by the present sad state of 
affairs in this industry. 

These people did not go into wages very deeply, but one did say 
that “an able-bodied man devoting full time to cutting pulpwood 8 
hours a day is making $8 a day or more.” Shall I draw the conclusion 
that the average wage of a man pushing himself to high production 
in that gentleman’s area is $1 an hour? What about the average wage 
of an average worker working at average speed? Another of these 
men told one about a man with an artificial leg and a chainsaw who 
cut and sold $125 worth of wood in a week. He did not say that this 
man made $125 clear in that week; he did not mention that this man 
provided his own saw and had to maintain it himself. He did not 
mention whether or not this man had to pay for stumpage out of this 
$125, and he certainly forgot to mention how many hours this man had 
to work for this $125. 
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How much is $125 for a week of 72 hours of work cutting, trans- 
porting, selling, and filing the saw? That is, $125 after first deduct- 
ing the charges for stumpage and depreciation of equipment. 

Another point which should be mentioned here: Power saws are 
not the only tools which are required in a logging operation. In 
addition to saws, there is the need for axes, rigging equipment, loading 
equipment, and aes Nigar equipment. In some instances the 
operator must even clear ground in order to move his equipment 
through. I ask the Congress to question the opposition as to who 
takes care of these heavy costs. 

I could go on and on about this. If anyone wishes to look this up, 
the testimony of the opposition appears in the printed record of the 
Senate Labor Subcommittee hearings of May and June 1959. The 
testimony and prepared statements run from pages 318 to 416, and 
a few items also appear on pages 1027-1047 and on pages 1113-1117, 
1162-1164, 1184-1190, 1225-1226, and 1246. 

Careful reading of only a few selected pages reveals some interest- 
ing things, such as: The official representative (past president and a 
director) of the Northeastern Loggers Association is an executive of 
a New Hampshire paper company ; and that while the pulp and paper 
companies are only 1.1 percent of the membership of the Forest Farm- 
ers Association they contribute 28.3 percent of that organization’s 
income. It would be interesting to know this information about the 
other associations which sent representatives. 

A few people were heard from last year who claimed to be actual 
small independent logging operators, and typical ones at that. I sug- 
gest that they were not bona fide small independent logging operators 
at all, and that they were certainly not typical of the captive inde- 
pendent contractor situation which I have described. 


Comparison of wages of production workers in the logging industry, 1957 
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! From Annual Survey of Manufactures, 1957. 

2 The wages quoted are for logging production workers employed in connection with sawmills in Southern 
States (a Bureau of Labor Statistics survey, 1957). 

3 From State of Washington Department of Employment Security. 


Prepared by the IWA Department of Research and Education. 


Table III demonstrates some recent information on wages. You 
will notice that the wages in the Southern States listed there are 
shockingly low. It is unfortunate that we did not have available in- 
formation on the earnings of logging production workers in the New 
England States and the Lake States also. But this look at wages m 
the Southern States gives a fairly good indication of how terrible 
conditions are. 

Mind you; these are not base rates; these are not the lowest wages. 


These are average earnings, including overtime hours worked. And 
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these are not the lowest there are; that is, these are not the wages of 
the employees of the captive independent logging operators. These 
are the wages of workers employed in the production of logs for saw- 
mills, in integrated logging-and-sawmilling operations. I suggest 
that their wages are probably better than the average of those who 
work for the typical captive independent logging operator. 

This means that there is a good chance that the average hourly earn- 
ings by the workers employed by the captive independent operators 
is less than $1. I challenge the opposition to produce concrete evi- 
dence to refute that statement. 

Further, I charge that the captive independent operators are being 
as badly exploited as are their employees. If the opposition wishes 
to refute this charge, let them bring in some information—in dollars 
and cents—to prove that the typical small independent logging ope- 
rator is making a decent living from his logging operations alone, 
after taking care of all¢ais expenses. And when I say typical, I mean 
the same typical one who has no other source of income, cannot. read 
and write well enough to keep wage-and-hour records, has fewer than 
12 employees, cannot afford to pay a decent wage to his workers, and 
will be driven out of business if he is covered under the act. 

We maintain that the logging operators and their workers are, in 
actual fact, doing the work for the big pulp and paper companies. 
The pulp mills pay their lowest paid worker $1.84 per hour for 
straight time, with an automatic 4-percent increase to go into effect 
at midyear, this year. Why is it that these same companies will not 
see to 1t that the workers doing the logging for them are paid better 
than a dollar an hour? Why are these workers worth less than those 
working in the pulp mills? 

A timber faller in the Northwestern States will make $4.82 an hour, 
according to a BLS study of July 1959. Why cannot the workers in 
the Southern States get even half that much? Timber fallers are 
working in Arkansas and Louisiana for $1 an hour. Average wages 
in Mississippi, Alabama, and Georgia are even lower. 

Plea to the Congress: Gentlemen, I have indicated that the stand- 
ards of wages and hours in the logging industry are too low; that it 
is the fault of the economic situation in the industry; that the system 
should be changed; and that legislation by the Congress is needed to 
change it. 

This is a clear case of exploitation of the workingman. Some large 
companies and their middlemen are preying on weakness and ignor- 
ance, benefiting by human misery. 

This is a condition of economic slavery. These workers are only 
second-class citizens. They are being deprived of the standard of liv- 
ing to which they are entitled as Americans, the standard of living 
which our economy can easily support. 

There is very little question that the greatest impact of these changes 
which we request would be on the South. This is where wages are 
lowest. This is where the economy is underdeveloped. We are 
strongly in favor of economic development in the South. This can 
only be accomplished if enough buying power is in the hands of the 
working people so they can have a higher standard of living. 

The opposition seems to be more interested in maintaining the 
status quo than in developing the South. It is amazing to see how 
hard some people will try to resist progress. 
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They say to you: 


Keep the workers poor so that their employers can do well. This way the 
employers will stay in business and the workers will be employed. Otherwise 
the employers will go out of business and there will be no jobs. 


Because of the captive independent contractor condition, this old, old 
song has a strange application to the logging industry; but it still 
applies. 

r nd these are the words and music they use. Long ago we all 
learned better than to believe these outdated theories of economics. We 
have proved them wrong so many times that one wonders how they can 
still bring themselves to repeat it once more today. ‘e 

Gentlemen, we feel that the Congress has the responsibility to en- 
courage and help economic growth, rather than permit an indirect sub- 
sidy to continue to go to one segment of the economy at the expense 
of thousands of workers. 

We respectfully urge that you put an end to this shameful situation 
by removing the loophole granted this industry by section 13(a) (15) 
and by raising the minimum wage substantially, at least to $1.25. 

Thank you very much. 

Mr. Lanprum. I think that we are compelled to adjourn the com- 
mittee because we have a vote on the floor. 

I can assure you that your statement will have careful study by the 
members of the subcommittee when we do get down to the point of con- 
sidering it. 

Mr. Harrune. I would like to call your attention to the Labor 
Board cases, where it indicates the twice-removed theory which the 
National Labor Relations Board has. 

Mr. Lanprum. That is covered in your statement, I believe. 

Mr. Harrune. Yes, it is covered in the appendix. 

Mr. Lanprum. That will be included in the record. 

(The cases referred to follow :) 


SUPPLEMENT No. I 


Attached are four affidavits signed by men working in the pulpwood-cutting 
industry in Mississippi. A summary of the pertinent information follows: 

(1) Mr. Harvison is a captive “independent” contractor with three employees. 
He operates with a powersaw and a truck. He sells pulpwood to three of the 
giants in the pulp industry: International Paper, Scott Paper, and Masonite. 
His employees work a 10-hour day and 50-hour week for a wage of $75 a month. 
That is an average hourly wage of 35 cents an hour. Mr. Harvison also works 
50 hours a week, every week, and after paying for stumpage charges, wages, and 
equipment expenses, he has left about 35 cents an hour for his own income. There 
is no premium for overtime work. 

(2) Mr. Parker and his two helpers are pulpwood cutters. They work a 50 
hour week at 35 cents an hour. That is $75 a month or $900 a year. 

(3) Mr. Woullard is a captive “independent” contractor who cuts wood for 
International Paper and Scott Paper. The companies own the timber. He has 
three employees. He and his employees work about a 50-hour week. Mr. Woulk 
lard and his employees each make about $900 income for their year’s work. This 
is $75 a month or about 35 cents an hour. 

(4) Mr. Williams works as a subcontractor for a company contractor. He cuts 
company-owned timber for International Paper. He provides his own saws and 
has one employee. He pays his employee about $50 a month. He and his em 
ployee work 10 hours a day, 5 days a week, every week. Mr. Williams’ own it- 
come is about $350 a year, after expenses. That is about $29 a month and 13 
cents an hour. The employee does a little better. He makes about $600 a year, 
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$50 a month, or 23 cents an hour. All this for a 10-hour day, 50-hour week, every 
week. 

Even though they are called “independent contractors,” none of these men has 
a written contract. They are working to cut pulpwood for the pulp companies, 
and they are being paid on a piece rate. In every sense except that of legal 
technicality, they are the employees of the pulp companies. 

Most pulpwood cutters in the area covered in this survey have to stay on pub- 
lic relief in order to feed and clothe their families, even though they are usually 
working regularly. 

This evidence demonstrates a scandalous exploitation of the workingman. It 
js criminal. These men are doing the pulpwood cutting for gigantic, wealthy 
companies in a prosperous industry. The companies pretend that these men are 
not their employees, and they avoid living up to the responsibilities required of 
employers in modern times. Loopholes in the laws permit this avoidance to be 
legal. 


I, L. J. Harrison, buy, cut, haul, and sell pulpwood to the International Paper 
(o., Seott Paper Co., and Masonite Corp. International Paper Co. pays me $18 
for each unit that is hauled 18 miles or more. If I haul less than 18 miles, I 
am paid $17 for each unit, the same as paid by Scott Paper Co. and Masonite 
Corp. 

I have three men working for me who do the cutting and loading of the timber 
and I drive the truck. We average working 10 hours a day for 5 days a week. 

We are able to average cutting and hauling about 50 units of wood a month. 
During the winter we are bogged down in the swamps and do not get to haul 
the first load of wood for several days. Some days we can cut and haul three 
loads or six units. 

I pay my cutters and loaders $4.50 per unit, or about $2,700 a year. 

My powersaw and repairs on saw cost me about $900 a year and the cost and 
expense of operating my truck is about $900, also. I have to pay about $8.50 
a unit stumpage, or about $5,100 a year. This leaves me with an income of 
about $900 for a year’s work. 

L. J. HARRISON, 
J.C. GAWIN, 
Witness. 

Subscribed and sworn to before me this 29th day of February 1960. For the 

county of Jones, State of Mississippi. My commission expires March 5, 1962. 


[SEAL] GLapys HERRINGTON, 
Notary Public. 


I, Wilburn E. Parker, work in the woods as pulpwood cutter and loader. I 
average working about 10 hours a day, 5 days a week, or about 2,600 hours a 
year. 

My two helpers and I get paid $4.50 for a unit of timber we cut and load on 
trucks. We average about 50 units a month and receive about $2,700 for our 
labor, or about $900 each for the years’ work. 


WILBURN E. PARKER. 
J. C. GAWIN, 
Witness. 
Subscribed and sworn to before me this 29th day of February 1960. For the 
county of Jones, State of Mississippi. My commission expires March 5, 1962. 


[SEAL] GLAapDys HERRINGTON, 
Notary Public. 


The International Paper Co. and the Scott Paper Co. pays me $8.50, and some- 
times $9 for each unit of company-owned timber I cut and haul for them. The 
distance I have to haul the wood makes no difference in my pay. 

I have three men hired as cutters and loaders. All four of us work on an 
average of about 200 hours per month and cut and haul about 50 units of 
wood per month. I pay these three men $4.50 per unit, or about $75 each per 
month, or a total of $900 each per year. 
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The replacements and repairs on my power saws cost me about $882.50 
per year. The repairs and operating cost for my truck is about $900 per year, 
including tax and tag which is $80. 
My gross yearly income is about $5,400. After my expense is paid, I haye 
about $917.50 left. 
Pat WovuLLARD, 
J. C. GAWIN, 
Witness, 


Subscribed and sworn to before me this 29th day of February 1960. For the 
county of Jones, State of Mississippi. My commission expires March 5, 1962, 


[SEAL] GLADYS HERRINGTON, 
Notary Public. 


I, Edward Williams, cut and haul timber that is owned by the International 
Paper Co. They pay me $3 per unit for all wood hauled into Brooklyn, Miss. 
I pay one man $1 per unit to help me cut and load wood. We average working 
about 5 days a week, 10 hours a day, or about 200 hours a month and cut and 
haul about 50 units. 
The truck I drive is owned by a company contractor, but I have to use my saw. 
I own two saws and it costs me about $750 a year to replace and repair. 
My gross income is about $1,800 a year. After all my expenses are paid, I 
have about $350 left for my work. 
EpwaArp R. WILLIAMS. 
J. ©. GAWIN, Witness, 


Subscribed and sworn to before me this 4th day of March 1960 for the 
County of Forrest, State of Mississippi. 
My commission expires January 4, 1964. 


[SEAL] Earu Simmons, Notary Public. 


SELECTED NLRB Cases 


In re Clackamas Logging Co., et al. and Frell C. Zink (petitioner) and Local 540 
International Woodworkers of America—CIO Case No. 36—RD-81, July 21, 
1955, 118 NLRB No. 27 (86 LRRM 1287). 


“Employer who performs logging services exclusively for partnership similarly 
engaged in logging operations is an independent contractor, since (1) employer 
provides his own equipment, keeps his own books, bears all expenses incidental 
to operation, and does his own hiring, firing, and supervising, (2) there is no 
interchange of employees between employer and partnership, (3) partnership 
and employer operate at separate locations, and (4) employer has complete 
autonomy and control over his operation subject only to designation by partner- 
ship of areas to be logged.” 


In re Harbor Plywood Corp., et al. and Local 5-17 International Woodworkers of 
America, AFL—-CIlO—Case No. 36—RC-1295, January 29, 1958, 119 NLRB 
No. 180 (41 LRRM 1323-5). 

Petitioner requests a unit of employees of contractors and subcontractors who 
build roads for logging, and cut, haul, and load logs for Harbor Plywood in the 
Lewis River area in Washington. It would also include employees directly 
employed by Harbor at its log pond and certain maintenance employees of Lewis 
River Logging Co. who are covered by contracts with petitioner having a June], 
1957, anniversary date. The Lewis River contract has also covered logging 
employees who are not now employed by Lewis River, and whose present ell- 
ployment and representation is the matter at issue. 

Harbor has a plywood plant for which it has been procuring logs from the 
Lewis River area since 1948. The timber in the area, the private road system 
to the log pond, and a private short line railroad connecting the pond area with 
the Northern Pacific Railroad, are owned by Harbor. Its principal logging con- 
tractor has been Lewis River Logging Co. It has also had logging contracts for 
comparatively small quantities of logs with Theodore Wall since 1954. 

In 1957, Lewis River determined not to continue its policy of contracting for 
logging for Harbor, and suggested to two of its employees that they take on the 
1957 logging contract with Harbor. To further this arrangement Lewis River 
sold these two men $142,000 of its equipment, to be paid for entirely out of the 
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proceeds of logs cut, suggested that they operate under a business name, and 
advanced the money to start a workmen’s compensation account for them as 
Mt. St. Helens Logging Co. In turn, six failers who had worked for Lewis 
River were told on May 6 that they might a falling contract with Mt. St. Helens, 
and they became the Bear Creek Cutting Co. Money was advanced to them by 
or on behalf of Mt. St. Helens to open a workmen’s compensation account. The 
logging contract, as such, is nominally a partnership and is dated May 20, 1957. 

On May 7, 1957, Harbor also contracted with the Stacel Contracting Co. to 
log certain tracts in the area. To do the falling, Stacel, in turn, contracted with 
an additional six fallers formerly employed by Lewis River, who called them- 
selves the Smith Creek Cutting Co. They were also advanced the money to 
open a workmen’s compensation account, in this instance by Stacel. 

Three additional contracts by Harbor for the 1957 season are in evidence. 
One is a third logging contract, with Theodore Wall, specifying a rate of deliv- 
ery one-sixth that of Mt. St. Helens and one-fourth that of Stacel. Another is 
a contract with Russell Pratt for reloading logs on freight cars at the pond. 
The third is with Wisner & Lange for building roads. 

All contracts contain a uniform provision that the party agreeing to log, load, 
or build roads is an independent contractor and not an employee of Harbor. 
All provides that the contractor assumes liability for compliance with Federal 
and State laws covering unemployment compensation, social security, income 
tax, workmen’s compensation, industrial insurance, and wages and hours, with 
respect to its employees, and that the contractor agrees to make the necessary 
payments, deductions, and returns. 

The three logging contracts are on a printed form bearing the caption, 
Harbor Plywood Corp. This form contract provides that Harbor shall retain 
title to the timber, take out the logging permit, approve a logging plan to tbe 
submitted by the logger showing sequence and type of operation, retain the 
right to change logging specifications and to inspect the loggers operations, 
designate alternate delivery points, determine whether to scale logs for net 
content or to weigh them, be entitled to examine logger’s books and records, 
terminate for failure of logger to perform “any part” of contract “promptly and 
in the manner specified,” suspend for “market conditions” among other reasons, 
at no penalty to Harbor, and terminate after 90 days’ suspension. The contract 
provides that all timber covered by it is to be delivered by November 30; also 
that the logger is to be paid on a board foot basis and to deliver logs at a speci- 
fied rate. 

The reloading contract calls for termination by either party on 30 days’ notice. 
The roadbuilding contract has no termination clause. It calls for completion 
by July 20. On the latter date an agreement for additional roadbuilding was 
reached and the completion date was extended to October 31, 1957. 

Petitioner contends that the employees in question actually constitute the 
logging division of Harbor Plywood and are, in effect, Harbor employees be- 
cause of the degree of control over their activities exercised by Harbor. Harbor 
contends that the independent contractor relationships which are specifically 
set up in the contracts are “meticulously maintained in practice,” that they are 
common in the industry, and that the day-to-day relations of Harbor with its 
contractors are not those of employer and employee. 


In re Matheny Creek Lumber Co. and International Woodworkers of America— 
CIO Local 7-116, case No. 36-RC—262, August 2, 1949, 85 NLRB No. 88 
(24 LRRM 1419). 

“Buckers and fallers employed in connection with logging operations of lumber 
producing company are not employees of such company although their wages are 
paid directly by the company which also pays workmen’s compensation for them, 
where the company has no power to hire, discharge, or discipline the buckers 
and fallers, such power being vested in independent contractors who have a con- 
tract with the company to cut all its timber.” 


In re McDonald, McLaughlin & Deane and Olympic Peninsular Independent 
Woodworders Union, case No. 19-RC—1529, December 10, 1954, 110 NLRB 
No. 200 (35 LRRM 1224). 

“Policies of act would not be effectuated by asserting jurisdiction over em- 
ployer engaged in logging operations even though employer performed logging 
Services valued at $107,000 annually on stumpage belonging to company engaged 
in interstate commerce. Employer is twice removed from interstate commerce 
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since these logging services were performed on instructions from employer's 
sole customer who is not engaged in anything other than local operations.” 


In re W. A. Swanson Logging Co., et al. and Olympic Peninsula Independent 
Woodworkers Union, et al, case Nos. 19-RM-147 et al. and 19-RC-15%4 
et aL, February 2, 1955, 111 NLRB No. 73 (35 LRRM 1503). 


“Operations of logging company which is under contract to cut and transport 
logs from another company’s stumpage to the place of business of its customers 
located within the State do not meet present standards for asserting jurisdiction; 
employer’s services, amounting to about $160,000 in value annually, are twice 
removed from interstate commerce.” 

Mr. Lanprum. We thank you for your appearance. We will ad- 
journ until Tuesday at 10 o’clock. 

Mr. Roosrevetr. May I thank Mr. Hartung particularly. I think 
you have cleared up a number of points by analyzing the arguments 
of the employer, and with such other factual information as perhaps 
we can develop at a later time. 

Mr. Harrone. I think our testimony is pretty complete on that. If 
you have time to study it or some of your staff can study it, I think 
that you will find that we have a good case here. 

Mr. Pucrnsxt. I think that you have made a very fine statement. 
It is a significant contribution to this committee and I am amazed at 
those figures that you have presented to us. I did not think it could 
happen in this country. 

r. Lanprum. We will adjourn at this time until Tuesday morning. 

(Whereupon, at 12:05 p.m. the subcommittee recessed, to reconvene 
at 10 a.m., ‘Tuesday, March 29, 1960.) 
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TUESDAY, MARCH 29, 1960 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Lazpor STANDARDS 
OF THE COMMITTEE ON EpucaTIon AND Lazor, 
Washington, D.0. 


The subcommittee met, pursuant to recess, at 10 a.m. in room 429 of 
the Old House Office Building, Hon. Phil M. Landrum (chairman of 
the subcommittee) presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Pucinski, 
Ayres, and Hiestand. 

Also Present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The subcommittee will come to order. 

Now, this morning we have a rather crowded schedule. The groups 
appearing are about five in number, all representing one phase or an- 
other of the wood timber interests and forestry activities. Also, cer- 
tain Members of Congress have delegations from their States. T am 
going to ask these Representatives first to present their groups and 
then it is the committee’s plan, after each one of these groups have 
been presented to the committee, to ask them to form around the wit- 
ness table, if possible, and have one member from each particular 
group summarize the general situation, and then insert your full state- 
ment in the record. 

After that is completed and we have gone through the groups, then 
the Chair plans to recognize Members of the committee in the regular 
order to interrogate on whatever points they may have. When that 
“al in the hearing arrives, it would be our hope that if a question is 

irected, for instance, at a member from one particular group, the 
chief spokesman for that group will designate a particular member to 
answer it if he is unable to answer it himself. 

Our purpose in doing that is twofold. First, we want to be sure 
that each of you get statements into the record. Second, we are con- 
fronted with a time proposition, and we want to make that arrange- 
ment which will expedite the presentation. 

Now, is Mr. Colmer present yet? He told me that he would prob- 
ably not be here until later, so we will defer the recognition of that 
group until Mr. Colmer is here. We will recognize the fact that they 
are here, but Mr. Colmer will be in later, and the Chair will interrupt 
at such time as he does come in to recognize him. 

The next Congressman on the list is Congressman John Dowdy of 
Texas, who will present the groups coming from his area. 
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STATEMENT OF HON. JOHN DOWDY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Dowpy. Mr. Chairman, the first gentleman I will introduce is 
my own constituent. He is Mr. E. R. Wagoner, executive secretary 
of the Texas Forestry Association, with offices located at Lufkin, Tex. 

Now, the Texas + fame Association has 2,000 or 3,000 members 
and I think mostly small tree farmers. Mr. Carl Owens of Avinger, 
Tex., and John Blair of Kountz, Tex. We appreciate the opportunity 
of introducing these gentlemen. 

Mr. Lanprum. We would be glad to have you remain with us if 
you wish. Who will be the spokesman for this particular group? 

Mr. Dowpy. Mr. Wagoner will be the spokesman. 

Mr. Lanprum. If you gentlemen will come around, we will proceed. 

The next member we have from the Congress is Mr. Harold 
McSween, from Louisiana. 


STATEMENT OF HON. HAROLD B. McSWEEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF LOUISIANA 


Mr. McSween. Thank you, Mr. Chairman. 

Mr. Chairman, from Louisiana we have three groups represented. 
First we have Mr. C. H. Lewis, Jr., who is executive director of the 
Louisiana Forestry Association who has a brief summary to give to 
you in connection with his statement which will be filed. 

Also we have Mr. Carroll W. Maxwell, a lumber manufacturer, who 
represents the small lumbermen who will also summarize for just a 
few brief minutes and file a statement. 

Mr. Maxwell, by the way, is from Pollock, La. 

Mr, Lewis is from Alexandria, La. 

We also have Mr. T. B. Godfrey, of Monroe, La., who is an in- 
dependent pulpwood producer, who will speak for the pulpwood 
dealers. He will give a brief summary and also file his statement. 

Before I introduce these gentlemen, I would like to say briefly that 
the forestry industry in Louisiana is the largest employer in the 
State. In terms of value of its manufactured products the forestry 
industry is second. 

First I would like to introduce Mr. C. H. Lewis, Jr., who represents 
the Louisiana Forestry Association, Mr. Chairman, which has a mem- 
bership in Louisiana of 2,600 people. 

Next is Mr. Carroll W. Maxwell, of Pollock, and next is Mr. T. B. 
Godfrey of Monroe. 

Thank you very much, Mr. Chairman. 

Mr. Lanprum. I don’t see any other members of the Congress pres- 
ent at the moment, and so I am going to usurp the privilege for the 
next presentation, and say that as chairman of this committee, I am 
particularly proud and as a Member of the Congress from the State 
of Georgia, 1 am especially pleased to have some distinguished forest 
people from the State of Georgia here. We have Mr. Harvey Brown, 
who will speak for the Georgia Forestry Association. Will Mr. 
Brown come around ¢ 

With this group is Mr. J. Walter Meyers, who is from Atlanta, and 
representing the Forest-Farmers Association, but who has with him 
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another gentleman who will be presented a little later in the program 
by Mr. Colmer, a member from Mississippi. Also from Georgia we 
have Mr. J .T. Strahan, from Fort Wentworth, Ga., which is near 
Savannah, Ga. 

We have Mr, Joel Hanna, from Nichols, Ga., in Ware County, and 
that is away down in southeast Georgia, at Waycross. We have Mr. 
J. M. McClure, from Brunswick, Ga., over in southeast Georgia. _ 

Now I have a very special pleasure in presenting to this committee 
a distinguished public official as well as a distinguished businessman 
of Georgia, a sheriff from one of the counties in the district I repre- 
sent, the Honorable Wayne Collins, sheriff of Union County, from 
Blairsville, Ga. 

If you have not already, I am sure you will recognize before this is 
over that Sheriff Collins and I are fellow mountaineers. 

The Alabama Forest Products Association, according to my sched- 
ule, is represented by Mr. Richard Buettner and Mr, E. E. Hale, with 
the Alabama Forest Products Association, and Mr. John Whatley of 
Dadeville, Ala. In addition to these, from the district in North Caro- 
lina represented by the very distinguished chairman of this full com- 
mittee, the Honorable Srakain Barden, we have State Senator J. V. 
Whitfield of Worleys, N.C. Mr. Whitfield, I will put you on this side 
of the table. Then the gentleman who is to be presented later by 
Mr. Colmer, Mr. Randolph J. Dedeaux. 

I believe we have all of the groups here now. I want to take just 
2 or 3 more minutes of your time, gentlemen, because I see a group in 
the room that we are beginning to have more and more of, and it is 
encouraging to me to see it. Being a former schoolteacher, I like to 
recognize the fact that I see in the rear what looks to me as a school or 
college group. 

I understand this group is from the Montgomery Hills Junior High 
School in Silver Spring. 

We will tell you, so you can observe more clearly these proceedings, 
that the work of the Congress is done primarily in committee. There 
are 19 standing committees of the House. This committee is the stand- 
ing Committee on Education and Labor, and all legislation, or all 
bills introduced and _ proposed, relating to those subjects are referred 
to this committee. The chairman of the full committee then in turn 
designates standing subcommittees and each standing subcommittee 
is given a particular field of jurisdiction, The name of this subcom- 
mittee now sitting is the Labor Standards Subcommittee, which has 
jurisdiction over minimum wages and maximum hours and other 
standards relating to wages and hours generally. When bills are in- 
troduced and referred to this committee, or to other corresponding 
committees in the House dealing with other subjects, the committee 
meets and hears people from various sections of the United States, 
who have peculiar interests or special knowledge of the subject under 
discussion by the committee. 

From the testimony that we get this morning, and from the intelli- 
gence that we are provided with by these gentlemen who know some- 
thing about this from practical operation, we arrive at a decision, and 
then write up whatever amendments to the law that the committee 
can agree upon. 
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Then, and only then, is it taken to the floor of the House oe 
the Rules Committee, and debated there in general debate, and finally 
voted upon by the entire House. 

So you are witnessing the second stage in the development of a bill. 
First, many Members have introduced bills proposing to raise the 
minimum wage from $1 to $1.25. They propose also to remove a 
number of the exceptions that exist in the present law, and include 
businesses not now included, or covered by the Fair Labor Standards 
Act. The basic bill which we are discussing today is H.R. 4488, in- 
troduced by the gentleman from California, Mr. Roosevelt, but there 
are about 67 other bills on the same subject. 

I thank you for giving me that time, but I always like for these 
young people to understand what we are doing. 

Now, with that, we are going to ask one member from each group 
to summarize and I think we will start with the second biggest State 
in the Union first. Mr. Wagoner will summarize for the Texas 
Forestry Association. 


STATEMENT OF E. R. WAGONER, EXECUTIVE SECRETARY OF THE 
TEXAS FORESTRY ASSOCIATION 


Mr. Waconer. Mr. Chairman and members of the committee, my 
name is E. R. Wagoner and I am executive secretary of the Texas 
Forestry Association. I have a very brief statement and I would like 
to read it if I may. 

Our organization originated back in 1914, Mr. Chairman. It isa 
statewide organization promoting the conservation, the extension and 
the wise use of the forest and related resources of our great State. 
Every conceivable type of business and profession is represented in 
our membership. A substantial number of our members are small 
pulpwood dealers, logging contractors, woods products producers, 
small timberland owners, and small tree farmers—the ones that will 
suffer most, we feel, if you please, from the passage of H.R. 4488 
as originally proposed. 

Right here, Mr. Chairman, I would like to emphasize that I am not 
only speaking for our members of our association, but we have some 
43,000 employees of wood-using industries in our State, and I am 
speaking for them and I am speaking for the 120,000 timberland 
owners in the State of Texas. I am sincere when I say that our in- 
terest in this proposed legislation is largely a public interest. 

Last week a witness appearing before this committee, speaking in 
behalf of this H.R. 4488, questioned my definition of “public,” and 
I would like to clarify that right now by quoting my definition from 
Webster’s Collegiate Dictionary. 

I quote: 

Of or pertaining to the people, relating to, belonging to or affecting a nation, 
a State or a community at large. 

I repeat that our interest is a public interest. This bill was writ- 
ten for the less fortunate and the underprivileged individuals, and 
those individuals in the lower age bracket, but we believe the mini- 
mum wage is raised and if the 12-man forestry logging exemption 
is eliminated, it will be striking a very severe and a crippling blow 
at the people, at the very people the bill was intended to help. 
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Now, last spring in the Senate hearing on proposed amendments 
for the Fair Labor Standards Act, this same witness that I referred 
to a moment ago, speaking in behalf of this bill, stated that a tree 
feller in the South receives from 10 to 30 percent less than in the 
Northwest. Last week this witness said, or implied, it would be ridic- 
ulous to compare the wages, say, in France to those for American 
labor. I believe it would be just as ridiculous to try to compare the 
wages of a tree feller in the Northwest part of this country to those 
working in the South. I believe that he failed to present the full 
picture, because the topography and the size and the species of those 
trees are so much different than those that we have. 

When you cut a tree in the Northwest, you usually obtain several 
times more volume from their large trees than you do from these 
small ones in the second-growth trees of a different species that are 
common in our Southern States. The production power per man is 
so much greater in the Northwest and there is no comparison. When 
conditions are not comparable, I don’t think that wages should be 
the same. I believe this witness was from the Northwest and I am 
sure that he has made occasional trips through the South but I doubt 
if occasional trips are sufficient to qualify him to speak as an authority 
for us in the southern region. 

Gentlemen, we feel that raising the minimum wage will tend to cur- 
tail employment and earning power but at the Senate hearings, this 
same witness speaking in behalf of the bill implied that increasing 
wages will automatically increase purchasing power. This appears 
to me to be “blind logic.” As the flame of inflation is fed, the pur- 
chasing power of our American dollar shrinks. As wages and corre- 
sponding production costs increase, American products are not only 
losing foreign markets, but our domestic markets are being lost at an 
alarming rate. Loss of markets increases unemployment. 

This Nation has always sanctioned and encouraged the profit mo- 
tive—both for the individual employee and for business enterprises. 
Personal economic rewards have tied found the best means to induce 
the ultimate productive efforts of men. 

The competitive, private enterprise system has brought to Texas, 
to the South, and to the American people the highest standard of 
living in the world. It has consistently and progressively provided 
better products at lower cost. We have achieved greater freedoms, 

rivileges, and opportunities than those known to other nations. The 
‘exas Forestry Association believes wholeheartedly in this system 
which is dependent upon the well-being of small businessmen. It 
must be preserved. Adherence to these principles and fundamentals 
will provide a better and more lasting solution to any economic 
problem. 

Our association has hundreds of members who are small tree farm- 
ers or small timber operators. There are thousands of them in our 
region. Many of these certified tree farmers own as little as 5 acres 
of timber. Under the present 12-man forestry and logging exemp- 
tion, a small operator can work on small tracts with small crews and 
light equipment. This small operator, as already mentioned, will be 
forced out of business if this bill, H.R. 4488, is passed as originally 
proposed. He cannot operate without violating the law if H.R. 4488 
is passed as proposed. 
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In other words, the thousands of workers now employed by these 
small businessmen will be without a job. These are some of the poor 
ple this measure is supposed to help. Instead of increasing their 
earnings, the bill as it now stands will indirectly destroy their jobs. 
No doubt some of these will be absorbed by the companies of larger 
operators, but the majority will be forced to seek work in other fields 
of endeavor. 

When a company or large operator works a tract of timber, it must, 
through economic necessity, be a large tract with sufficient volume to 
justify the movement of large crews and heavy equipment. These 
companies and large operators will be unable to cut small acreages. 
The small tree farmer will no longer have a market for his tree crop 
of pulpwood. If he cannot market his tree crops, he will no longer be 
interested in practicing wise woodland management. He will no 
longer be interested in tree farming or in the conservation of our 
essential natural resources—our forests, water, and soil. 

The Texas Forestry Association, other associations, forest industry, 
the U.S. Forest Service, other agencies in the Federal Government, 
and the State forestry agencies have jointly spent millions of dollars 
in the past 25 years to encourage these small woodland owners to 
practice wise forest management and to produce continuous crops of 
timber to meet the growing demands of our ne Fg d expanding popu- 
lation. The passage of H.R. 4488 as originally introduced will go 
far toward wiping out. the remarkable forest conservation progress 
that has been accomplished in the past two decades. Much of the soil 
bank payments and the Production and Marketing Administration 
payments will be wasted. When the small tree farmer no longer has 
a market for his tree crop, considerable land which was removed from 
cultivation and planted to trees will be returned to row crops, aggra- 
vating the staggering farm surplus problem, inviting soil erosion, and 
costly silting of many expensive water impounding structures. The 
intended value of these subsidies will be lost. 

We believe that the passage of this measure will lower the value 
of the small owners’ woodland. Enactment of this measure will dis- 
courage reforestation, timber stand improvement, and selective cut- 
ting on small holdings. We are confident that H.R. 4488 will en- 
courage clear cutting and force liquidation of thousands of small 
southern woodlands. 

In summary, we wish to state that we fully recognize the admirable 
purposes of this measure; however, we respectfully invite your atten- 
tion to these three dangerous provisions of the bill. If this measure 
is passed by your committee, by the House of Representatives and the 
Senate, we strongly urge that the minimum wage remain at its pres- 
ent level. 

There was another member of our association who I wished could 
have been here with us, and I am filing a statement for him, but I 
would like, Mr. Chairman, to refer to a couple of paragraphs in his 
statement. 

c. This is Mr. Steve Cordell, a pulpwood producer at San Augustine, 
ex. 


It doesn’t seem like 10 years ago that I earnestly and sincerely tried to operate 
within the law before the remedy by the 12-man exemption was passed «and 
was unsuccessful. Before going into the timber business in 1945, I had spent 
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15 years growing up with one of the largest construction firms in the southwest, 
peing administratively responsible for recordkeeping to comply with all State 
and Federal regulations. I knew what was required by law, and I knew how 
to handle widely scattered construction workers but I found that working in 
the woods was so much different from any type of work that it was impossible 
to keep records that had any degree of accuracy. I was naive, however, and 
I thought I could improvise systems as I had before to take care of unconven- 
tional situations. The Government investigators proved me wrong in March of 
1949 when they disrupted my job 3 days interrogating workers both on the 
job and at home. I do not know how much it cost the Government to conduct 
this investigation but it was quite expensive to me in terms of lost production. 
The result was they claimed I owed two workers the sum total of 27 cents in 
back overtime and I was cited for not keeping accurate records. 

I have another pulpwood producer with me and he is Mr. Carl 
Owens from Avinger, Tex., and I would like him to make a brief 
comment on two points, if he may. Mr. Owens is a pulpwood pro- 
ducer in Cass County up in northeast Texas, and he has had consider- 
able personal experience with the age of workers employed in his area, 
and the employment opportunities in northeast ‘Texas, and his at- 
tendance at a similar hearing down in New Orleans. 


STATEMENT OF CARL OWENS, A PULPWOOD PRODUCER IN CASS 
COUNTY, AVINGER, TEX. 


Mr. Owens. Mr. Chairman, I would like to comment briefly about 
these three points. Concerning the age of woodworkers, I have heard 
of previous testimony to the effect that older workers have no place 
in the pulpwood operation. The crew that cuts and hauls timber I 
buy is composed mostly of older hands in the 45 to 60 age group. 
Older hands are preferred for several reasons, they are much more 
reliable and you can expect them out Monday morning through Fri- 
day. They are much more careful with equipment which is a big 
factor in our maintenance costs, which is pretty high. 

Concerning employment opportunities, as to the testimony that 
there is no other place for woodworkers to seek employment, in our 
area within a radius of 40 miles we have a rock wool plant, a steel 
plant, and an arsenal, the Red River Arsenal. 

Both the steel and chemical plants have expanded rapidly and will 
continue to do so. To compete with this situation, woods producers 
have to pay the minimum wage and higher for woods workers. 

I have heard of the statement being made that the small operator 
(id not have a chance to appear before the committee and I believe 
that the gentlemen of the committee will recall that at the regional 
hearing which was held locally in New Orleans, the chairman asked 
that all present representing the wood products in the room stand. 
Practically the entire room, consisting of 100 or more people repre- 
senting all segments of the wood industry, stood. All present con- 
curred wholeheartedly with the testimony as presented by Mr. R. D. 
Wilcox, in favor of retaining the present minimum wage and the 12- 
man forestry exemption. 

Mr. Waconrer. We respectfully urge the retention of the 12-man 
forestry and logging exemption, as well as the seasonal exemption, as 
a part of the final legislation approved by this committee. We be- 
lieve that raising the minimum wage and the removal of the 12-man 
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forestry and logging exemption would do great violence to the public 
interest, curtailing both employment and earning power. 

Mr. Carl Owens, a pulpwood producer from Avinger, Tex., and Mr. 
John L. Blair, formerly a pole and piling producer, Kountze, Tex., 
are with me. It is respectfully requested that the written statements 
of these two men, in addition to the statement I have presented and 
the ones I am filing for Mr. Steve C. Kardell, a pulpwood producer of 
San Augustine, Tex.; Mr. Ralph A. Davis, a pulpwood producer of 
Huntsville, Tex.; and Mr. J. M. Clark, a cross tie producer, Lufkin, 
Tex., be made a part of the official record of this hearing. All of these 
men, the ones whose statements I have brought and the ones who are 
with me, are members of the Texas Forestry Association. We are 
grateful for the opportunity of stating our views on this important 
issue. 

I don’t know of any one in Texas who wants the 12-man forestry 
and logging exemption removed. We believe that raising the mini- 
mum wage and the removal of the 12-man forestry and logging 
exemption would do great violence to the public interest, curtailing 
both employment and earning power. 

I would like to have the statement of Mr. Carl Owens, the statement 
that I have presented previously before the hearing in its entirety, 
and a statement which I would like to file for Mr. Steve Kardell, a 
pulpwood producer at San Augustine, Mr. Ralph A. Davis, Jr., a pulp- 
wood producer at Huntsville, and Mr. J. M. Clark, a cross tie producer 
at Lufkin, be made a part of the official record. 

Mr. Blair, from Kountz, will submit a written statement for the 
record at a later date. 

Mr. Lanprum. Without objection, the statement will be received. 

(The statements referred to follow :) 


STATEMENT OF E. R. WAGONER, ExEcuTIVE SECRETARY, TEXAS FORESTRY 
ASSOCIATION, LUFKIN, TEx. 


My name is E. R. Wagoner. I have with me Mr. Carl Owens, a pulpwood 
producer from Avinger, Tex., and Mr. John L. Blair, Kountze, Tex., formerly a 
pole and piling producer. 

I am executive secretary of the Texas Forestry Association. I hold forestry 
degrees from the University of Georgia and from Duke University. Prior to 
assuming my present duties, I was employed by the Texas Forest Service, the 
Kentucky Division of Forestry, and the Ohio Division of Forestry. 

Organized in 1914, the Texas Forestry Association is a statewide organization 
promoting the conservation, the extension and the wise use of the forest and 
related resources of our great State. Every conceivable type of business and 
profession is represented in our membership. A substantial number of our 
members are small pulpwood dealers, logging contractors, woods products pro- 
ducers, small timberland owners, and small tree farmers—the ones that will 
suffer most from the passage of H.R. 4488. 

Our interest in this proposed legislation is largely a public interest rather 
than a self-interest. Undoubtedly, this bill was written to help the less fortwu 
nate, underprivileged individuals, those individuals in the lower wage brackets. 
If the minimum wage is raised and the 12-man forestry and logging exemption 
and the seasonal exemption are eliminated, you will be striking a severe and 
crippling blow at the public—at the very people you are trying to help. 

In May 1959, at Senate hearings on proposed amendments to the Fair Labor 
Standards Act, one witness speaking in behalf of this bill stated that a tree 
feller in the South receives from 10 to 30 percent less than in the Northwest. 
This statement is quite misleading. He failed to present the full picture. The 
topography, terrain, and the size and species of trees are much different. When 
you fell or cut a tree in the Northwest, you usually obtain several times more 
volume from their large trees than you do from the small, second-growth trees 
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of a different species that are common to the South. The production power 
per man is so much greater in the Northwest that there is no comparison. 
When conditions are not comparable, wages will not and should not be the same. 

We feel that raising the minimum wage will tend to curtail employment and 
earning power, but at the Senate hearings, this same witness speaking in behalf 
of the bill implied that increasing wages will automatically increase purchasing 
power. This appears to me to be “blind logic.” As the flame of inflation is 
fed, the purchasing power of our American dollar shrinks. As wages and 
corresponding production costs increase, American products are not only losing 
foreign markets, but our domestic markets are being lost at an alarming rate. 
Loss of markets increases unemployment. 

This Nation has always sanctioned and encouraged the profit motive—both 
for the individual employee and for business enterprises. Personal economic 
rewards have been found the best means to induce the ultimate productive efforts 
of men. 

The competitive, private enterprise system has brought to Texas, to the South, 
and to the American people the highest standard of living in the world. It has 
consistently and progressively provided better products at lower cost. We have 
achieved greater freedoms, privileges, and opportunities than those known to 
other nations. The Texas Forestry Association believes wholeheartedly in 
this system which is dependent upon the well being of small businessmen. It 
must be preserved. Adherence to these principles and fundamentals will pro- 
vide a better and more lasting solution to any economic problem. 

Our association has hundreds of members who are small tree farmers or small 
timber operators. There are thousands of them in our region. Many of these 
certified tree farmers own as little as 5 acres of timber. Under the present 
12-man forestry and logging exemption, a small operator can work on small 
tracts with small crews and light equipment. This small operator, as already 
mentioned, will be forced out of business. He cannot operate without violating 
the law if H.R. 4488 is passed as proposed. In other words, the thousands of 
workers now employed by these small businessmen will be without a job. 
These are some of the people this measure is supposed to help. Instead of 
increasing their earnings, the bill as it now stands will indirectly destroy their 
jobs. No doubt some of these will be absorbed by the companies of larger 
operators, but the majority will be forced to seek work in other fields of 
endeavor. 

When a company or large operator works a tract of timber, it must, through 
economic necessity, be a large tract with sufficient volume to justify the move- 
ment of large crews and heavy equipment. These companies and large oper- 
ators will be unable to cut small acreages. The small tree farmer will no 
longer have a market for his tree crop of pulpwood. If he cannot market his 
tree crops, he will no longer be interested in practicing wise woodland manage- 
ment. He will no longer be interested in tree farming or in the conservation 
of our essential natural resources—our forests, water, and soil. 

The Texas Forestry Association, other associations, forest industry, the 
U.S. Forest Service, other agencies in the Federal Government, and the State 
forestry agencies have jointly spent millions of dollars in the past 25 years to 
encourage these small woodland owners to practice wise forest management 
and to produce continuous crops of timber to meet the growing demands of our 
rapidly expanding population. The passage of H.R. 4488 as originally intro- 
duced will go far toward wiping out the remarkable forest conservation prog- 
ress that has been accomplished in the past two decades. Much of the soil 
bank payments and the Production and Marketing Administration payments 
will be wasted. When the small tree farmer no longer has a market for his 
tree crop, considerable land which was removed from cultivation and planted 
to trees will be returned to row crops, aggravating the staggering farm surplus 
problem, inviting soil erosion, and costly silting of many expensive water im- 
pounding structures. The intended value of these subsidies will be lost. 

We believe that the passage of this measure will lower the value of the small 
owners’ woodland. Enactment of this measure will discourage reforestation, 
timber stand improvement, and selective cutting on small holdings. We are 
confident that H.R. 4488 will encourage clear cutting and force liquidation 
of thousands of small southern woodlands. 

In summary, we wish to state that we fully recognize the admirable purposes 
of this measure; however, we respectfully invite your attention to these three 
dangerous provisions of the bill. If this measure is passed by your committee, 
by the House of Representatives, and the Senate, we strongly urge that the 
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minimum wage remain at its present level. We respectfully urge the retention 
of the essential 12-man forestry and logging exemption, as well as the seasonal 
exemption, as a part of the final legislation approved by this committee. We 
believe that raising the minimum wage and the removal of the 12-man forestry 
and logging exemption would do great violence to the public interest, curtailing 
both employment and earning power. 

Mr. Carl Owens, a pulpwood producer from Avinger, Tex., and Mr. John IL, 
Blair, formerly a pole and piling producer, Kountze, Tex., are with me. It is 
respectfully requested that the written statements of these two men, in addition 
to the statement I have presented and the ones I am filing for Mr. Steve C. 
Kardell, a pulpwood producer of San Augustine, Tex.; Mr. Ralph A. Davis, a 
pulpwood producer of Huntsville, Tex. ; and Mr. J. M. Clark, a cross tie producer, 
Lufkin, Tex., be made a part of the official record of this hearing. All of 
these men, the ones whose statements I have brought and the ones who are 
with me, are members of the Texas Forestry Association. We are grateful for 
the opportunity of stating our views on this important issue. 


STATEMENT OF STEVE C. KARDELL, Woop Propucts, SAN AUGUSTINE, TEx, 


My name is Steve C. Kardell and I am an independent timber contractor from 
San Augustine, Tex., engaged in the production, buying, and selling of pulpwood, 
saw logs, poles, piling, posts, and other related products. I also do a considerable 
amount of contract work assisting small landowners in managing their timber- 
land to assure a continuous crop. I am an associate member of the Society 
of American Foresters, a member of the Texas Forestry Association, the Ameri- 
can Forestry Association, and various local conservation groups furthering the 
wise use of our natural resources. 

With the sincere belief that the changes in the Fair Labor Standards Act 
as proposed in H.R. 4488 are detrimental to our national economy as a whole 
and to the southern timber industry in particular, I would like to go on record 
as opposing the bill in its entirety. A person doesn’t have to be an economist 
to see a small general wage increase go through the infiationary spiral and 
end up wiping out the anticipated benefits to the original recipients as well 
as lowering the purchasing power of millions of fixed-income people. National 
business conditions and high unemployment records should make it apparent 
that we are pricing ourselves out of the domestic markets as well as abroad, 
and extending the coverage of the act and forcing prices higher with the 
increased minimum wage would be another step to lower our national com- 
petitive position and add to the unemployment. 

I am sure that the broad general effects that the proposed changes will have 
on business as a whole have been, and will be, dealt with in detail by persons 
more capable than I, but my concern is with the small businessman. I have 
heard that the Government is trying to find ways to help the small businessman, 
especially the small timber operator. The best way to help him would be to 
reduce the load of recordkeeping and regulations, instead of adding so much 
more that it will force him out of business. 

The elimination of the 12-man exemption for small forestry operators will do 
just that—force him out of business. LEither that or it will make more law- 
breakers than the Volstead Act, because it creates an unworkable regulation. 
Is our legislative memory so short that we cannot profit from the mistakes and 
remedies of a few short 10 years ago? 

The memory is still vivid to me. It doesn’t seem like 10 years ago that I 
earnestly and sincerely tried to operate within the law, before the remedy by 
the 12-man exemption, and was unsuccessful. Before going into the timber 
business in 1945, I had spent 15 years growing up with one of the largest con- 
struction firms in the Southwest, being administratively responsible for record- 
keeping to comply with all State and Federal regulations. I knew what was 
required by the law, and I knew how to handle widely scattered construction 
workers, but I found that working in the woods was so much different from any 
other type of work that it was impossible to keep records that had any degree of 
accuracy. I was naive, however, and thought I could improvise systems as I 
had before to take care of unconventional situations. The Government investi- 
gators proved me wrong in March 1949 when they disrupted my job for 3 days 
interrogating workers both on the job and at home. I do not know how much 
it cost the Government to conduct this investigation, but it was quite expensive 
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to me in terms of lost production. The result was that they claimed that I 
owed two workers the sum total of 27 cents in back time overtime, and I was 
cited for not keeping accurate records. 

I immediately improvised another form on which each worker had to sign 
in the number of hours he worked each day. This did not work either. I found 
that a disgruntled or discharged worker could use the law to blackmail me for 
additional pay claiming that he had forgotten to put down some overtime that 
he had worked. He knew that I would not go through another investigation 
to save what he could get out of me on one claim. 

I regret going into such detail in this statement, but I wanted you to know how 
conditions were then, and they have not changed now. I am buying products 
from other small timber producers in an area 50 miles long. They could not 
comply with the law if it were changed any more than I could supervise and 
keep time on their jobs if I took them over to try and maintain the production 
I need to stay in business. The reasons for Congress adopting the 12-man ex- 
emption in 1949 are just as valid now as they were then; you can’t punch a time- 
clock in the woods, and there are many part-time workers working in the woods 
who would have to be dropped if this law was changed. 

Let’s keep this law as it is not load up our relief rolls with additional unem- 
ployment. 


STATEMENT OF J. M. CLARK, CLARK TIE Co., LUFKIN, TEx. 


My name is J. M. Clark. I am president of the Clark Tie Co. of Lufkin, Tex. 
I have been in the crosstie business for 46 years. Prior to that time, I served 
as superintendent of the Diboll and Summerville, Tex., schools. I wish to ex- 
press my views on H.R. 4488, which as originally introduced would raise the 
minimum wage and eliminate the 12-man forestry and logging exemption. 

I shall limit my remarks to cover the crosstie industry only, but I daresay 
my views are hardly unlike those of the entire forest products industry. Briefly 
the railroads of the United States have never found a satisfactory substitute for 
wooden crossties, hence the demand for this product will continue for many 
years. Regardless of all the competitive forms of transportation, the American 
railroads were pioneers in the transportation business, and they contributed 
much to the building of our great Nation more than any other single industry. 

Railroad crossties are the No. 1 item in railbed maintenance, and one of the 
largest money expenditures in the annual railroad budget. For this reason, 
crossties have never been overpriced. The railroads, because of low returns on 
their investment, find it difficult to purchase enough ties at a price low enough 
to maintain their tracks. The tie contractor, or supplier, is well aware of these 
conditions and, therefore, aids in every way possible in keeping the production 
cost down to an irreducible minimum as an aid to railroad survival. 

Actually, there have been many changes in the manufacture of crossties dur- 
ing the past 20 years. Practically all ties are now manufactured by small saw- 
mills. Many of the railroads no longer accept hewn ties, if they did, there are 
none to speak of available. There are no young “tie hackers” and the old ones 
are no longer able to swing a broadax. 

Small sawmills generally are governed by the same rules and regulations 
prescribed for large lumber mills. We have about 10 small mills producing ties 
for my company. Since crossties are an interstate commodity, these small saw- 
mills must comply with the Fair Labor Standards Act of 1938 and all subsequent 
amendments. 

The average present cost of logging and timber suitable for crosstie manu- 
facture is about $1 per tie, and the average tie mill operator will inform you 
that his aim is to make the ties pay all of his cost beyond fuel and sawmill plant 
maintenance, and that his only profit results from the value of the lumber he 
salvages from the tie siding. Inquiry develops that the 10 small mills producing 
ties for us are all now paying above the $1 per hour minimum wage for common 
labor. Although the average for common labor is about $1.20 per hour, raising 
the minimum wage would mean increases all along the line in many cases which, 
in turn, would increase the cost of the ties. We estimate that an additional 25 
cents per hour would increase the actual cost of production by 10 cents per tie, 
but nearly all of the mill men we have talked to about this claim that a 25 cent 
hourly advance to all their labor would require a 25 cent per tie advance in 
price. The railroads cannot afford to pay this, and the mill man or the tie 
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contractor cannot absorb it. The elimination of the 12-man forestry and logging 
exemption would also add to the cost of crossties. 

We, therefore, strongly oppose any upward revision of the minimum wage or 
other changes which unproductively add to the cost of crossties, and request 
that this statement be made a part of the official record. 
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STATEMENT OF CARL OWENS, AVINGER, TEX. 


I would appreciate the opportunity of expressing our local opinion in east 
Texas to the members of the Subcommittee on Labor Standards concerning 
certain provisions of H.R. 4488, which affect the forest products industry of our 
local area. 

All of our local small businessmen, from the gas station owner to the grocery 
owner, are vitally concerned with the business of the small independent forest 
products producer, primarily pulpwood and sawlogs, which is of major im- 
portance to the economy of our east Texas area. Walk down the main street 
of our small town and you will hear a common question coming from the many 
small businessmen and tree farmers, “How’s the pulpwood business?” 

For the past years I have been directly connected to this forest products in- 
dustry as a timber and pulpwood dealer, a landowner and tree farmer, and as 
a director of the First State Bank, Avinger, Tex. Serving for the past 3 years as 
supervisor of the Marion-Cass Soil Conservation District, we have helped in 
the increase of tree planting from a total of 10 years from 1941 to 1951 of 1 
million trees to a total for only 1 year in 1958 of 10 million seedlings for our 
2-county area. So, you see, wood products are of major importance to everyone 
in the communities of our east Texas area. 

May I take the liberty of explaining some of the conditions that exist which 
directly affect a woods operation. I would say that 95 percent of the landowner- 
ship in the counties of this area is in the amount of from 20 to 100 acres. A 
large holding of say from 500 to 1,000 acres is unusual, as I believe a check of 
the tax renditions will show. The very nature of this collection of small hold- 
ings directly affects the nature of a timber sale and its resultant woods operation 
and confines it to the small operator who owns one or two trucks and employs 
from three to seven men, many of whom are part-time workers supplementing 
their income from farms. We people of east Texas are proud of this small, local 
ownership and landowners enjoy doing business with a small independent 
businessman who belongs to the community. We hope to retain this privilege. 

The very nature of the woods operation conducted by this independent opera- 
tor is such that his help is scattered over a tract of woodland on which he may 
have 1 year to conduct the operation, and they work alone in many instances. 
The production of forest products is much like farming in that it is difficult to 
conduct it on the basis of a regularly scheduled workweek as in the case of a 
factory or production line operation. Weather plays on important part in the 
day-by-day operation causing work stoppages at odd times. All of these fac- 
tors combine to make supervision impracticable to the woods operation. 

Many available workmen cut wood as a means of supplementing their regu- 
lar earnings, so that they may work part-time or at times most convenient to 
themselves, particularly in the case of small farm operators. Eliminating the 
12-man exemption would make this kind of work impossible. Loss of the ex- 
emption would mean that the small employer would be forced to provide super- 
vision which is not economically justifiable for such a small business or is not 
workable due to the scattered nature of the workmen. 

The very nature of the operation adapts itself to compensation on a piece- 
work basis and in our local area the woods worker is able to earn at least and 
usually substantially more than the prevailing minimum wage, since he has an 
incentive for production. Our local wage rates at defense establishments and 
steel mills make this a reality. 

The plight of the small businessman in his battle against inflation is of direct 
concern to all of the community. Doesn’t a raise in wages without an increase 
in production distort the economic condition of all of us? Someone pays for 
the other one’s gain in wages, and we people living in a small community with 
small businesses feel that the load is getting mighty heavy. 

May I point out as an example that the 2-ton truck that the small woods 
operator now purchases to haul his pulpwood costs twice as much as in 1952, 
and will haul no more or cost no less to operate. It is the same necessary item 
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in his overhead that forces higher nonproductive costs on the small businessman. 
This is but one of the many items that directly affect the overhead of the small 
woods operator and his economic well-being. 

I am sure that the views and opinions concerning proposed changes to the Fair 
Labor Standards Act will be expressed far more adequately than I have at- 
tempted to do and that much of what I have said is repetitious to you in view 
of the fact that our local conditions are similar to that in many other States 
engaged in woods products industry. I trust that if such is the case, it will 
merely emphasize our sincere concern for your conisderation. May I there- 
fore urge your serious consideration in the retention of the 12-man exemption 
for forestry and logging operations, together with the retention of the current 
minimum wage in the Fair Labor Standards Act. The plight of the small busi- 
nessman in the wood products industry rests with you. Please continue to give 
us your consideration. 

May I request that this letter be made a part of the permanent records of 
the Subcommittee on Labor Standards. 


STATEMENT OF RatpH A. Davis, JR., CONSULTANT FORESTER, Woop DEALER, 
HUNTSVILLE, TEX. 


My name is Ralph A. Davis, and I would like to express my views on how I 
feel H.R. 4488 would affect the woods workers in the South. 

I feel that I am qualified to make this statement because of my experience 
and training in forestry. My training includes a bachelor of science degree 
in forestry from the University of Georgia and my forestry experiences consist 
of employment with the U.S. Forest Service, Georgia Forestry Commission, 
Southern Pulpwood Conservation Association, and I am presently self-employed 
as a dealer in wood products and a consultant forester. Besides being a small 
forest landowner, I am chairman of Houston-Huntsville-College Station Group, 
Society of American Foresters; pulpwood dealer delegate, Southern Pulpwood 
Conservation Association; chairman, Pulpwood Producers Committee, Texas 
Forestry Association; and I am active in many conservation groups promoting 
the wise use of natural resources. 

I realize that there are many reasons why certain groups (undoubtedly sin- 
cere in their beliefs) feel that H.R. 4488 is a reasonable bill, but I am of the 
opinion that these same individuals are unfamiliar with the forest products 
industry in the South. 

The following is generally the way small producer operators—the ones that 
would be affected by the elimination of the 12-man exemption—work. Their 
operations are usually in two parts: 

Cutters and trimmers: These crews usually work in a two-man team, but 
the crew’s size will vary depending on the volume of wood that can be hauled 
due to weather conditions and the manner in which the timber is scattered. 
In many cases, the crew works independently from the hauling crew, and the 
men are usually paid by piece product (amount of work produced). This crew 
will cut in about 3 or 4 days the amount of wood that the hauling crew can 
haul in a full week. In many cases, the cutting crews comes in no contact 
with the hauling crew except to show the haulers where some isolated spot 
of prepared wood is located. Since the trimmer and marker’s job doesn’t require 
too much physical strength, the job is usually taken by an older (often over 50) 
or physically handicapped worker. The average two-man team in my area 
earn a weekly wage of approximately $120, and this wage is based on a 3- to 
4-day workweek. These men live in farming communities and they are usually 
part-time farmers who wouldn’t consider full time employment. 

In my experience, many of the men in these crews are men who a few years 
ago left their farms to seek employment in nearby cities, but after a series of 
jobs in the big cities returned to their farms. The small farmer in the South 
has a very difficult time attempting to make a living on a small farm, so he 
seeks part-time employment in many cases as a woods worker. 

Wood producer: This man has one of the most difficult jobs in the wood 
business. He is the employer of the cutting crews and must provide for the 
hauling of all of the wood cut by his cutters during each week or do it himself. 

He usually owns one to three trucks and several powersaws, axes, and acces- 
sory equipment. He usually employs from 6 to 12 men as cutters, loaders, and 
truckdrivers. 
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Mr. McSwau. First, representing the Louisiana Forestry Associa- 
tion, its executive director, Mr. C. H. Lewis of Alexandria, who will 
make a statement. 


STATEMENT OF G. H. LEWIS, JR., EXECUTIVE DIRECTOR OF THE 
LOUISIANA FORESTRY ASSOCIATION, ALEXANDRIA, LA. 


Mr. Lewis. Mr. Landrum and members of the committee, my name 
is Charles H. Lewis and I am the executive director of the Louisiana 
Forestry Association. We have some 2,600 members. ‘They are com- 
posed of forest landowners, tree farmers, businessmen, and business 
leaders from all walks of life, who make up our association. Their 
chief concern is the rebuilding of our forest resources, and the expan- 
sion of wood using industry in Louisiana. 

We are an unsubsidized business enterprise. This is completely un- 
subsidized as yet, and that is the way we want it, and we don’t want 
any changes. We can grow these trees, and we can rehabilitate our 
land, and we can expand our timber industry in the South if we are 
freed from these shackles and artificial burdens imposed upon us by 
the Federal Government. 

Now, I want to do two things here just briefly. My statement has 
already been passed to you as filed, and in 5 minutes I want to tell 
you what the effect of the increase of this minimum wage is going 
to be on the sawmill industry in Louisiana and I want to refute a 
statement that was made to you last Thursday, which is misleading. 

First of all, if this increase in the minimum wage from $1 to $1.25 
is passed by the Congress, the cost of manufacturing southern pine 
lumber is going up $5. It did that in 1956 when the minimum wage 
was raised from 75 cents to $1. 

Now, that wouldn’t bee too serious in a normal course of affairs. 
You might say, well, just tack $5 on the selling price, and you can 
stay in business. Well, that would be inflationary, and that would 
be bad, but the industry could still make it if we could pass that on 
to the consumer, but we are in a peculiar position, and this is the 
position we find ourselves in. Number one, we depend on our log 
supply from these small producers who get their timber from these 
tree farms, individually, privately owned timberland which is not like 
yours, Mr. Roosevelt, in the West. It is all owned by individual 
owners, and you have to go from pillar to post to get your logs. That 
is a condition that we find ourselves in. Seventy-five percent of our 
logs come from those small tree farms, and individual timber owners. 

Our trees are small, and our forests are young, and we are rebuild- 
ing these. They were completely cut over some 30 years ago, and we 
Pebuitding them and we are proud of the job we are doing. But our 
trees are small, and our logs are small. 

For example, last year the logs cut by the Southern Pine Mills 
averaged 70 board feet per log, contrasted to those on the west coast, 
where it was 700 board feet. Our trees, as you know, Mr. Landrum, 
are now twice the size of that pitcher. 

Mr. Roosevelt, yours are about as big as this table. You can use 
mig, heavy D-9 caterpillars, and you can have a load of logs with 
one snaking up a mountain. Our position in the South is that we 
stack 60 and 70 logs about this big around on the truck and it takes 
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One of the main jobs of the producer is to purchase timber from landowners, 
Due to the scattered landownership pattern in the South, the great majority 
of ownerships is under 500 acres. In many cases the cutting and hauling crews 
have less than a week’s work on each tract. The cutter may have prepared the 
wood for hauling and left before the hauler arrives to move the wood. 

The wood producer usually buys only about 20 percent of the tracts inspected 
so he must spend a large part of his time finding available timber for logging. 

In addition, the producer must sell the wood cut and hauled by his men, pay 
them and keep the records, and bear the responsibilities of any other small 
businessman. He cannot, however, function as a timekeeper to maintain the 
proof of hours worked necessary to satisfy the wage and hour law inspectors. 
To help this small businessman with this very problem in 1949, Congress relieved 
the small logging operator from this one burden which 10 years of experience 
under the wage-hour law proved could not be complied with. 

In my opinion, the only salvation for the small businessman in woods work 
and for the woods labor in the South is to retain the 12-man exemption and 
maintain the present minimum wage. 

It is requested that this statement be made a part of the Committee record, 


STATEMENT BY Mr. JOHN Buiatr, Kounrze, Trex. 


Mr. Chairman, my name is John Blair. My home is in east Texas, at Kountze, 
‘Tex., and I am in the insurance business. 

I was raised in the logging country of east Texas and I’ve known the people 
there who are in the logging business all my life. You gentlemen know that we 
have some pretty big timber operators down there in the piney woods, but it’s 
the little operators that I do most of my business with and it’s the little operators 
I want to say a few words about this morning. 

Before coming up to Washington to testify here, I talked with six or eight of 
my friends and customers there at home who have small independent logging 
operations. These are the people who are now exempt under the present provi- 
sions of the minimum wage law which exempt operators with fewer than 12 
employees. 

Frankly, Mr. Chairman, these people are already paying all they can to their 
employees. 

It’s difficult to figure out just how much an employee of a small operation 
like these actually makes for an hour’s work since their pay has always been on 
a basis of piecework—how many units of pulpwood cut, ete. And often this 
work is done on a parti-time basis by men who supplement their income from 
other jobs. 

I’m sure you gentlemen can also understand the problems inherent in these 
very small forestry operations that are attributable to the weather. The nature 
of the work, the fact that many workers cut and haul wood on a part-time basis, 
and the fact that the business activities of these very small operations are very 
Similar to small farming operations make the problem of labor standards for 
these people even more complex than usual. 

The work of a small pulpwood operator is important to us in east Texas be 
eause thousands of acres of timber are owned in small plots which are econom- 
ically feasible for small operators to handle. I hope they can continue to 
operate. 

Congress in its wisdom has provided an exemption for these small operators 
in forestry and timberwork and I would submit to you gentlemen that the facts 
that made this past decision a wise one still hold true today. 

My Congressman, Hon. Jack Brooks, told me to be forthright, to speak from 
my own experience and to be brief. This concludes my testimony, Mr. Chair- 
man, and I certainly want to thank you for your time. 


Mr. Lanprum. Thank you, Mr. Wagoner. 

Mr. Waconrr. We appreciate the opportunity for stating our 
views and we are very grateful for the opportunity. 

Mr. Lanprum. We will try to move along. I believe Mr. McSwain 
indicated when he presented his group that he had about three who 
wanted to make very brief statements. At this point we will ask you 
to recognize these gentlemen. 
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those markets. You can bet that their interest in this reforestation 
program that we are so proud of is going to be slackened considerably. 
We think that this measure will have a very far-reaching effect on 
our reforestation program in the South. I am a tree farmer myself, 
and I have three little tracts of timber, I have been buying since 1939 
and I am trying to sell some to the sawmills now, and I have only two 
buyers over there, two possible buyers. 

About 10 years ago we sawed some timber before there were seven 
mills competing for my personal timber. Well, the pulp and paper 
and the lumber industry has been good to us in the South and it has 
brought to us a new source of wealth and we are proud of it and we 
like these people, and they are our friends. We want to foster the 
development of our timber and this wood-using industry little and 
big alike. We would like to be able to do it with complete freedom. 
We don’t feel like our people are being persecuted. 

Mr. Hartung, who is the president of the International Wood Work- 
ers of America, told you last week that 35 cents an hour was the 
average wage being paid by pulpwood cutters. 

Do you remember his telling you that Thursday ? 

He submitted to you four affidavits to prove that this was true. 
One of them was signed by Mr. Parker, and I don’t remember the 
signatures of the others but let me just quote you what this affidavit 
said : 

I average working 10 hours a day, 5 days a week, 2,600 hours a year, for 
which I receive $900 per year. 

Mr. Hartung divided $900 by 2,600 hours, and he gets 35 cents. So 
ipso facto that is the wage, 35 cents, and he devotes 12 pages of his 
testimony to the fact that that is the wage being paid. 

Now, do you suppose that he is trying to tell me and you that this 
man didn’t miss an hour, and he didn’t miss a day and he didn’t miss 
a week all last year cutting pulpwood in south Mississippi? When 
the Weather Bureau reports that there were 145 days on which it 
rained in south Mississippi, and 75 days on which thunderstorms 
existed in the part of the State in which he did his cutting? 

Well, I personally have never known a timber cutter that worked 
at such a furious pace that he contends Mr. Parker did. The distor- 
tion of the truth here is so apparent, it must be so apparent to you 
gentlemen if you have read it and thought about it, that it raises a 
question in my mind of what Mr. Hartung’s motives were in present- 
ing that testimony to you. 

ow, either he doesn’t understand the conditions which he speaks 
about, with such seeming authority, or he deliberately distorted these 
facts that he presented to you. 

Now he indicated to you that the pulpwood cutter cuts wood 10 
hours a day. I don’t want to labor that point with you, except just 
to tell you that it isn’t true. It is very rare that a pulpwood cutter 
cuts wood for more than 6 hours a day. I don’t know how you could 

rove it except to just go out and see it. They are generally back 
home tending their gardens and looking after their cattle by 2:30 
or 3 o’clock in the afternoon. That is routine and anybody that is 
familiar with the woods in the South will tell you this. I know Mr. 
Hartung wouldn’t knowingly submit to you false and in accurate 
testimony, for fear of perjuring his entire testimony, but let us just 
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lots of hand labor by unskilled labor as a rule to do this job, because 
there is no machine that will just run around and pick them all up 
and put them on a truck. So that is going to be our problem for some 
time to come and we have to live with it. 

Now, we are os lumber down South and selling it in com- 
petition to the same market in the Midwest and even in my town and 
the town of Alexandria, west-coast lumber of coming into Alexandria 
as cheap as we can manufacture it right there in Alexandria. 

Now, if this minimum wage is raised from $1 to $1.25, it will affect 
us tremendously, because we have so much of this unskilled class of 
labor that we are obliged to use. Now, it will affect the west coast 
to a much lesser degree. Consequently, the price of their lumber is 
not going up 1 penny, and ours is going up $5. We have already lost 
a tremendous market to the west coast because of our inability to meet 
this competition from the west coast. If this thing goes up, it simply 
means that we are going to turn over to the west coast producers 
another big segment of our lumber market. That is exactly what it is 
going to mean. 

Now, if that comes about, some of our people are not going to be 
able to cut this $5 and will not be able to stand it. They are going 
to be squeezed out of the picture. 

Well, Mr. Hartung told you all last Thursday, and I want to quote 
from his testimony, that contrary to allegations of the forest rotted 
producers in the past, the world has never come to an end because the 
minimum wage was raised. 

Well, the U.S. Forestry Service conducted a survey in the State 
of Mississippi, and concluded in 1958, and this is a Forest Service 
report, that there are 1,000 less sawmills operating there in 1958 than 
there were in 1947, and the vast majority of them folded in 1956 and 
1957, largely because of the increase in the minimum wage. 

To paraphrase Mr. Hartung’s remarks, the end of the economic 
world came to an end to 1,000 operators in Mississippi, as a result of 
this measure which was passed in 1956. 

I know the motives in raising this minimum wage are good, and 
that would be fine for everybody. But instead of it being a deliver- 
ance it is going to be a tremendous detriment to us in the South for 
this reason : The worker is paid in the South according to the work he 
produces and he does not have any difficulty in making the minimum 
wage if he wants to work. Just to give you an example, Mr. Hartung 
dealt at length, but I have an 11-year-old boy, and at the beginning 
of this winter he and I together were operating a powersaw, and I 
never cut pulpwood myself, but he and I cut two cords of oak wood 
for our fireplace at the house and with a powersaw it isn’t a tremen- 
dous job to earn the minimum wage. 

Well, when a mill folds up, there is less demand for timber cutters 
and woodworkers in general, to handle the tree from the woods right 
on through the mill. When that occurs, there is a slackening demand 
for timber and a slackening demand for his labor. His annual wages 
go down and that is what has happened. His annual take-home at 
the end of the year is substantially reduced. 

Now let us take this thing a step further. Suppose that this thing 
does go through, and that these mills do shut down. Our tree form- 
ers who now enjoy a market for these small trees aren’t going to have 
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give him the benefit of the doubt and I think that you have to conclude 
that his testimony just demonstrates the basic lack of undersanding 
of pulpwooding in the South. 

Then, gentlemen, I am a professional practicing forestry man and 
I have been in the woods 17 years. These accusations that have been 
made against the way we harvest timber in the South, strangely 
enough, are always made by somebody from a remote region to the 
the South, who doesn’t know a thing in the world about how and 
why we do business, and why it is necessary to have these small crews 
and they have to move from a 40 to a 100- or 200-acre tract, where 
frequent moves is really the order of the day. It is not an unusual 
thing, but that happens every day. They have to be able to move 
freely. 

Well, the responsible leaders in the South, our business men, and 
State legislators, and our Governors, and the majority of our Senators 
and Representatives are not pushing this increase from $1 to $1.25, and 
they do not want to have this exemption removed. It is the people 
from other regions that want to impose this increase in the minimum 
wage in an area on us in the South where we will be tremendously 
affected and, for example, on the best cost they will hardly be affected 
at all in this ‘industry. 

So in conclusion, Mr. Landrum, and members of the committee, we 
urge your serious consideration of our plea that this statutory mini- 
mum of $1 not be raised to $1.25, and that the forestry exemption of 
12 men be retained. 

Mr. Lanprum. Thank you. 

(Mr. Lewis’ prepared statement follows :) 


STATEMENT OF C. H. Lewis, JR., EXECUTIVE Director, LOUISIANA FORESTRY 
ASSOCIATION, ALEXANDRIA, LA. 


Gentlemen, I am Charles H. Lewis, Jr., executive director of the Louisiana 
Forestry Association, a private, nonprofit citizens organization interested in 
the development of Louisiana’s forest resources. Our membership of 2,600 per- 
sons represents not only forest landowners, tree farmers and other forestry 
lenders but businessmen from all walks of life who recognize the importance of 
rebuilding our forest resources for the expansion of the great wood using indus- 
try of our State. 

Tree farming and forest products manufacturing represents one of the few 
remaining fields of endeavor as yet unsubsidized. This is the way we want 
it to remain. Tree farming and forest products manufacturing in our State can 
and will continue to grow together if freed from artificial burdens imposed upon 
fis by the Federal Government. 

Should the Congress see fit to increase the statutory minimum wage from $1 
to $1.25, the manufacturing cost of southern pine lumber will rise an estimated 
$5 per thousand board feet. This was the consequence of the 1956 raise in the 
minimum wage from 75c to $1 per hour. 

Now, if the Southern lumber industry were not in a peculiar position, this 
inflationary increase in cost of production would not presesnt too difficult a prob- 
lem ; this cost could be passed on to the consumer. 

But, the industry is in a peculiar position. Sawmills rely on buying sawlogs 
from small producers, farmers and part-time woods operators more than do like 
industries anywhere else in the Nation. Because of the fact that we are just 
emerging from a virtual timber famine, our forests are young, our trees and saw 
logs are small (average 70 board feet per log) the resulting unit production 
of lumber is low. 

These logs and lumber therefore cannot, as a rule, be economically handled 
by heavy machinery, as is customary in the Pacific Northwest. Much hand 
labor by unskilled workers will be a part of southern lumber manufacturing 
until our forests are much older and larger than is the case today. 
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Southern pine lumber manufacturers are faced constantly with market com- 
petition from west coast lumber manufacturers, who, because of the large size 
of their logs and low unit cost of production are affected to a lesser degree by 
the statutory minimum wage. Indeed, southern pine lumber prices today are 
the same and in some instances lower than in 1956; an increase in selling price 
on the part of southern pine lumber producers would substantially increase the 
sales advantage of western lumber species to the detriment of southern pine 
lumber, thus forcing further curtailment of southern pine lumber production. 

Because of the reasons cited above, the statutory increase in the minimum 
wage from 75 cents to $1 in 1956 took its toll of several hundred southern pine 
lumber manufacturers. 

Mr. A. F. Hartung, president of International Woodworkers of America, in 
his testimony March 24, 1960, before this committee made this statement: “The 
world has never come to an end because of increases in the minimum wage.” 

The U.S. Forest Service in its Timber Resource Review of Mississippi dated 
1958, reported 1,000 fewer sawmills operating in Mississippi in 1958 than were 
recorded in its previous survey of 1947. Most of these mills folded in 1956-57 
when the statutory minimum wage was raised from 75 cents to $1 per hour. 
Certainly at this point the economic “end of the world” as Mr. Hartung phrased 
it, came to these enterprises. 

In the timber region of the South today, remains of these mills are in evidence 
in almost every village. The payrolls supplied by these operators are gone, and 
this was often a major source of income to the community. 

A photo of one such abandoned plant in Louisiana is attached. 

We submit to you that hiking the minimum wage will serve as a detriment, 
not a deliverance for the enterprising working man of the southern woods. 
Woods workers in the South are paid according to the amount of work pro- 
duced and those who work find no difficulty in surpassing the daily minimum 
wage. 

So then when the smaller mills find it impossible to stay in business, the 
enterprising worker is hurt. First he finds jobs scarce because of a drop in the 
demand for timber from remaining mills. His services are less in demand, con- 
sequently his annual income is reduced. 

The net result of this chain reaction is a slackening demand for timber and 
a subsequent deceleration of reforestation in the South. The pulp-paper and 
lumber industries today supply our rural people with jobs and a new source of 
wealth from the young forests we are growing. The measures you are consider- 
ing here today will have serious and far reaching effects on forest developments 
in the South. 

On March 24, 1960, Mr. A. F. Hartung, president of the International Wood- 
workers of America presented oral testimony before this committee, in which he 
pointed out that pulpwood cutters in the South were receiving a wage of only 
35 cents per hour. 

He dwelled upon this point at length and submitted affidavits signed by a Mr. 
Parker and others to document his conclusion that this was the prevailing wage 
rate. May I quote from Mr. Parker’s affidavit: 

“T average working 10 hours per day, 5 days a week—2,600 hours per year 
for which I receive $900 per year.” 

Mr. Hartung then, by simply dividing $900 by 2,600 hours arrives at an 
hourly wage rate of 35 cents. 

Does Mr. Hartung contend that this man cut pulpwood 10 hours per day, 
5 days a week for 52 weeks a year (that’s what 2,600 hours per year means) ? 

Does he tell us that Mr. Parker worked throughout the 145 days on which 
it rained in south Mississippi during 1959? 

Does he mean that Mr. Parker cut wood during the 75 days of thunderstorms 
which the New Orleans Weather Bureau reported for south Mississippi in 1959? 
Did he not miss 1 day or 1 hour of work all year? 

Gentlemen, pulpwood and log cutters in the South don’t work when it rains, 
as a rule—and it rained 145 days in south Louisiana and Mississippi in 1959. 
(The period during which Mr. Parker swears that he worked 2,600 hours). 
Knowing at first hand, the work habits of pulpwood and log cutters in Louis- 
iana and Mississippi, it is difficult for me to reconcile these facts with the testi- 
mony (2,600 hours of work by Mr. Parker in 1959) presented in sworn affidavit 
form by Mr. Hartung to this committee March 24, 1960. I have never known or 
heard of a pulpwood cutter who worked at such a furious pace. 

Indeed the distortion of the truth is so apparent in this instance, it raises in 
my mind the question of Mr. Hartung’s motives in presenting such evidence. 
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Surely, either Mr. Hartung does not understand the conditions about which he 
speaks, with seeming authority, or he must realize that the facts he has pre 
sented in this affidavit are seriously misleading. 

Mr. Hartung dwells at length on the 10 hours per day a pulpwood cutter 
spends in the woods. He cites this as being routine and customary. 

Without laboring the point, I would like to counter this statement by a sim- 
ple factual rebuttal : 

Pulpwood cutters in Louisiana and Mississippi, and I believe this is true for 
the South as a whole, seldom work more than 6 hours per day and are gen- 
erally back home tending their gardens or cattle by 3 p.m. 

We do not believe that Mr. Hartung would knowingly submit inaccurate or 
false information to this committee for fear of perjuring his entire testimony. 
Giving him the benefit of the doubt we must, however, conclude that his testi- 
mony in this instance demonstrates his basic lack of understanding of logging 
and pulpwooding as conducted in the South today. 

Gentlemen, I am a professional, practicing, forester and have spent 17 years 
in the southern forests. I have worked directly with these forest problems, the 
forest industry and the people who are involved in this complex. 

Many of the accusations made against our log and pulpwood harvesting 
policies are made by people who do not understand the conditions of our southern 
forests. Nor can they comprehend the necessity for operating as we do in 
working with small, privately owned tree farms—40—100 or 200 acres in size, 
where frequent moves are the “order of the day.” 

It is a fact that the really responsible leaders of our region, the businessmen, 
bankers, State legislators, Governors, and a great majority of U.S. Senators and 
Members of the U.S. House of Representatives; who have the economic interest 
of the South at heart, are overwhelmingly opposed to an increase in the mini- 
mum wage to $1.25 or the elimination of the forest exemption now allowed under 
the Fair Labor Standards Act. It is significant that only people from remote 
areas are pressing for these changes which will primarily affect the South. 

In conclusion, gentlemen, we urge that you give serious consideration to our 
plea that the statutory minimum wage of $1 per hour not be increased and that 
the 12-man exemption for woods workers be retained. 


Mr. McSween. Next will be Mr. Carroll W. Maxwell, a lumber 
manufacturer representing the small lumber manufacturers of Pol- 
lock, La. 


STATEMENT OF CARROLL W. MAXWELL, LUMBER MANUFACTURER, 
POLLOCK, LA. 


Mr. Maxwet. I am Carroll Maxwell, and I have been a lumber 
manufacturer from Pollock, Grant Parish, La., the last 14 years. 

I hand you these statements because on the front page there you 
will note that there is an excerpt from lumber prices from a reputable 
lumber manufacturer from Alexandria, La., and on one side dated 
April 15, 1952, and the other is 1960. 

If you will note on the first one, in 1952 the price was $86. In 
1960, the price was $86; 1- by 8-inch boards were $90 in 1952, and 
$87 in 1960. 

“B” and Better finish, if you will notice, in 1952 the price was $165, 
and in 1960, it was $135, which applies on down to the rest of these. 
That is $30 to $35 less that we are getting now than we got 8 years 
ago. 

Now, we are bringing this point out in order to emphasize to you 
that we have a ceiling over our heads. We cannot raise the price of 
southern pine lumber. If this minimum wage is increased, the lum- 
ber manufacturer has one choice. That is to absorb it. The price of 
logs in the woods as delivered to the mill is basically the same today 
as it was in 1952. When the minimum wage was increased to $1, 
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I spent a lot of money modernizing my mill. I had 40 men at the 
tinre. We knocked five men off the payroll, which allowed us to stay 
in business. There was an operator nearby, and a big operator, that 
had 419 men, and he reduced his labor force to 348. That is 17 per- 
cent reduction. We just can’t figure out how we will combat this 
thing if it is raised to $125. 

I have one other point I would like to bring out. On this 12-man 
exemption, the forestry exemption, if you can’t keep time records of 
a sawmill where you have your employees under a foreman, to satisfy 
the wage and hour man, how can you satisfy them when you have 
men scattered all over the woods? It is very difficult to keep sufficient 
time records where you can see your men all of the time, I am speak- 
ing from personal experience. 

Thank you. 

(Mr. Maxwell’s prepared statement follows :) 


STATEMENT By CARROLL W. MAXWELL, LUMBER MANUFACTURER, POLLOCK, LA. 


I am Carroll W. Maxwell, a lumber manufacturer for the past 14 years from 
Pollock, Grant Parish, La. I am a member of the Southern Pine Association, 
Southern Pine Inspection Bureau, and the Louisiana Forestry Association. This 
statement has been prepared on behalf of the lumber manufacturers in Louis- 
iana in order to bring to your attention the situation as it now stands in the 
lumber industry, and to point out the possible effects of the proposed amend- 
ments to the Fair Labor Standards Act. 

The desperate condition of the southern pine lumber industry is easily pointed 
out by examining the attached lumber price lists of a reputable manufacturer 
of Alexandria, La., dated April 15, 1952, and March 26, 1960, which represents a 
spread of 8 years on lumber prices: 


Price list on southern pine boards 














1852 price per | 1960 price per 
Size Grade 1,000 board | 1,000 board 
feet feet 
jetcmennee ms | 

EE RE eK ee Soil, POs F GOTT env atrartae $86 $86 
1- by 8-inch_ --_-_- np Pe om tana hs Epc + Eas babii a RS ee Be 90 7 
wy Ma ei Ode AO OS URE SS. ieee ct 90 85 
| RESTS apes ae Bert fares ere “B” and Better (finish)_-__- 165 135 
TT Ree! PEMA SB eared ea x 170 148 
ny ee eS a ST ct Yee peed Vie OF Salty 180 | 145 





You will find that the prices on many common and finish grades of boards 
and dimension have dropped since 1952. At many periods the average price real- 
ized by the producers was considerably lower. The wholesale price index com- 
piled by the U.S. Department of Labor for the period of 1947 to 1957 shows that 
of all the building materials, the cost of lumber to the consumer increased the 
least—23.2 percent. The price of structural steel for the same period increased 
127.8 percent. 

By far, the biggest percentage of the sawmills are small and own very little, 
if any, land on which to grow timber. The raw material for a sawmill—logs— 
are purchased on the open market from individuals and the U.S. Forest Service. 
Competition is keen when it comes to buying this timber and a mill operator 
must pay the going rate in order to be a successful buyer. The value of stand- 
ing timber has changed very little in the past few years, as evidenced by the 
return on sales made by the U.S. Forest Service. 

When the minimum wage was increased to $1 per hour, all operators were 
forced to become more efficient or go out of business, which some did. Thou- 
sands of dollars were spent for machinery and equipment in order to reduce the 
labor force and cut costs. This reduction in force put many people on the un- 
employment and welfare rolls. As an example, in 1955 my own operation em- 
ployed 40 men at the mill; today, we have 35 men handling more lumber more 
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efficiently. Another example is a large operation near me that reduced its labor 
a 419 to 343 men, a 17 percent reduction. This situation prevailed at 
all mills. 

The lumber industry is made of rugged individualists. Their businesses are 
operated under the law of supply and demand. Overproduction causes prices 
to fall at a fantastic rate, and there is no guarantee by the Federal Govern- 
ment of a fair price. In fact, no lumberman that I know of would have it that 
way. If there is a time when lumber is in high demand and becomes scarce, the 
price will increase only to a point where competitive materials step in and take 
over. Southern Pine prices follow west coast prices up and down, and have to 
stay lower in order for the people in our own State to buy a home manufactured 
product. West Coast Fir is delivered into Louisiana in some cases cheaper than 
we can manufacture pine and put it on the market. 

Therefore, the conditions existing in the lumber industry today boils down to 
the fact that we are unable to raise our average prices, the cost of timber is un- 
changed and the efficiency of most operations is at the best possible state. 

The proposed increase in the minimum wage to $1.25 per hour looks relatively 
simple on the surface. However, all employees in the woodworking industry 
will be affected. An employee now earning more than the minimum wage will 
expect the same percentages of increase in his pay. In addition to giving all 
employees an increase, there is to be considered workmen’s compensation insur- 
ance, unemployment compensation, social security, as required by law, and other 
fringe benefits allowed by many companies. This adds up to a sizable increase 
in operating costs. 

With so many individuals and businesses being affected by this proposed bill, 
I am sure that it would become highly inflationary within a short time. People 
living on a fixed income will have no way of combating its evils. I am no eco- 
nomist, and cannot fully comprehend all of the potentials which should be brought 
to your attention, but inflation should be fought from every angle. It not only 
hinders our competitive position with foreign manufacturers but decreases the 
buying power of the dollar. 

The elimination of the 12-man forestry exemption will impose insurmountable 
hardships on independent logging contractors. If you have never had the 
privilege of being worked over by a wage and hour investigator, it will be hard 
for you to understand the complications that would arise for these small inde- 
pendent businessmen who cannot possibly keep the records which would be re- 
quired if this exemption is eliminated. Generally, these contractors pay their 
employees more than the minimum wage, because most of the work is done on a 
piecework basis. At my own operation I deal with about eight independent con- 
tractors that would be affected. Should this bill pass it would be most difficult 
for me to purchase their logs because I would have no means of being assured 
that they were produced under the provisions of the Fair Labor Standards Act, 
as amended. 

In closing, I would like to say that any man with guts enough to go into busi- 
ness should be given some consideration. Many small businesses have failed in 
recent years, and you and I know that the small businessman is the backbone of 
this country. 

Thank you for this opportunity to express my thoughts, and I hope you will 
give every consideration to leaving the minimum wage and the 12-man ex- 
emption alone. 


Mr. McSween. Mr. Chairman, I will ask the next witness from 
Louisiana, Mr. T. B. Godfrey, who represents the pulp dealers, to 
follow. 


STATEMENT OF T. B. GODFREY, A SMALL TREE FARMER AND 
DEALER IN PULPWOOD, IN MONROE, LA. 


Mr. Goprrey. In the interest of time, my point was well covered 
by Mr. Lewis in his statement, and I would like to make one or two 

ints. 

The farmers in our area have been faced with decreased allowables 
in their basic crops of cotton, sugarcane and rice. Those people haye 
been encouraged by the Federal Government, the State and local 
agencies, to turn to the growth of timber. 
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Now to repeal the 12-man exemption would deprive those small 
independent farmers who have been encouraged to get in business. 
Their market in that soap operation would not lend itself to 
the larger type that you would have to have if this exemption were 
removed. With the filing of this statement for the record, I will 
terminate my statement. 

(Mr. Godfrey’s prepared statement follows :) 


STATEMENT BY T. B. GopFREY, INDEPENDENT PRODUCER OF PULPWoop, Monrog, La. 


My name is T. B. Godfrey. I am a small tree farmer and dealer in pulpwood 
from Monroe, La. I have been associated in the production of pulpwood for 
the past 20 years. This statement is submitted on behalf of the Louisiana 
Forestry Association and the many small independent businessmen who are 
producing pulpwood in the State of Louisiana. 

We, the small independent producers and dealers, are opposed to any 
changes in the Fair Labor Standards Act, which applies to small forest activi- 
ties and mure particularly, to the independent pulpwood producer and dealers. 

The act was originally set up for industrial manufacturing operations, and 
was later amended to exclude small forestry operations employing 12 men or 
less. This exemption was made by Congress, and rightly so, after long and 
careful consideration of the facts. We do not believe that the facts have 
changed since that time. To the contrary, we believe that it is more important 
now than even before, that the 12-man exemption be maintained in the act. 

The independent pulpwood producer, who spends most of his time actually 
working in the woods, isolated from his employees and unable to exercise any 
great degree of supervision, is not equipped to keep the meticulous records to 
comply with the law. To give one illustration of how confusing the law has 
become, the Interpretative Bulletin, part 778, deals with the single question of 
overtime requirements. This bulletin lists nearly 90 topics to which an employer 
must familiarize himself and keep accurately and currently advised about. 
This would be impossible for a producer since many have little more than 
grammar school education, and cannot hire lawyers, accountants and book- 
keepers. 

The farmers of our area are faced with a decrease in the allowable acreage 
for the production of cotton, sugarcane, rice, corn, and other basic crops. Con- 
sequently, they have been encouraged by the Federal, State, and local agencies 
to turn to the development of timber farms to supplement their diminishing 
annual incomes. 

The repeal of this 12-man exemption would deprive not only these farmers of 
their market for pulpwood, but also many thousands of seasonal agricultural 
worke’s of employment which they now enjoy. 

The method of operation now used by the small operators and farmers is 
convenient, and permits the worker to enjoy complete freedom, and to receive 
pay in accordance with his actual accomplishments. It permits the farmer 
to harvest his timber at such times as he may desire. Also, it affords the farmer 
and farm worker an opportunity to earn money in their spare time. 

We believe in good wages; and moreover. we know the workers now engaged 
in the pulpwood industry are earning equal to the legal minimum wage. 

The effect of the repeal of the 12-man exemption, as it now exists. would 
transfer the income from the producer, the farmer, and the seasonal agricul- 
tural worker to large operators who can afford timekeepers and bookkeepers. 
The removal of this exemption would result in lower farm income, and cause 
memployment amorg the lower income group, who are the least able to afford it. 

The independent tree farmer with small isolated stands of timber would not 
lend itself to this larger type operation. The farmers and other owners of 
small tracts would lose the value of their forest crops. The significance of 
such a result is apparent when it is recalled that there are over 3 million forest 
Ownerships of less than 100 acres in size. 

To deprive these farmers of their market, and to deprive the agricultural 
worker of legitimate opportunities which they have enjoyed, would not be in 
the national interest, in that these groups would not be self-supporting, but 
would then have to be subsidized by the Federal Government in some way. 

In conclusion, as a small independent producer of pulpwood, I urge your 
Committee and Congress to retain the present $1 an hour minimum wage and 
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the 12-man exemption in the Fair Labor Standards Act. Such action would 
prove the most constructive step that the committee and Congress could take 
at this time to protect the forest economy of our Southern States. We appreciate 
this opportunity to present our views to the committee. 


STATEMENT OF HARVEY R. BROWN, EXECUTIVE DIRECTOR, 
GEORGIA FORESTRY ASSOCIATION, ATLANTA, GA. 


Mr. Brown. We appreciate the opportunity to appear before this 
committee, of which our distinguished and able Congressman from 
the Ninth District of Georgia is chairman, and present our views on 
H.R. 4488 and other related bills. 

My name is Harvey R. Brown. I am the executive director of the 
Georgia Forestry Association with offices in Atlanta, Ga. This asso- 
ciation represents the growers, producers, converters, and users of 
forest products in our State. 

The association was founded in 1907 and has been an ardent advo- 
cate of improved forestry practices in Georgia over the many years 
of our existence. The record of forestry accomplishments in Georgia 
has placed it at the top of the list in progress and development in the 
United States. Time does not permit us today to enumerate all the 
forestry honors Georgia enjoys. 

These gentlemen and I are here today to voice opposition to a 
serious threat to the future prosperity and progress of our forest 
economy in Georgia. 

We in Georgia, under the provisions of this proposed bill, will again 
be fighting for survival in our small independent forestry operations. 
Our Georgia history has been one of fighting for survival. We have 
been through war, fire, pestilence, and practically every other con- 
ceivable natural- and man-made hindrance to progress over the past 
century. But each time the rugged determination of a people of. the 
soil has enabled us to climb back after a long and arduous fight. 

A State founded and built on agrarian principles of an individual 
being independent and possessing the right to pursue his own way 
of life in harmony and peace has gone through an industrial revolu- 
tion in the last 30 years. This has brought many problems as well 
as great economic progress to our State. From the cotton hoe to 
machines of industry, from mule and ax to truck and powersaw is 4 
great step. 

Forestry in our State has changed much since the virgin forests 
were home to the Indians. The cut-out and move-off tactics of early 
lumber operations has given way to an annual crop production from 
our forestland that leads the Nation, just as we face been getting 
annual harvests from row-crop agriculture in the past. 

Today we have thousands of people oo pre upon forestry for 
living. If the producer of raw materials in the woods falls short, 
the worker in the mill and factory becomes idle. If expanding mar- 
kets cease and demand of wood products, paper, and cellulose fall of, 
the man in the woods becomes idle. We are dependent on each other. 

Our forestry operations in Georgia and the South are vastly differ- 
ent from other sections of the country. You who are acquainted with 
large forestry camp operations of the West cannot conceive the 
portable operations of our region, and realize how dependent we are 


on our many independent logging operations in lumber, pulpwood, 


and other wood products. 
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Our whole raw material supply is dependent upon thousands of 
small forest holdings. Small portable operations and independent 
contractors make up the raw material production units. You cannot 
imagine the impact that passage of this bill will have on our inde- 
pendent forestry operators of Georgia and the South. Passage of 
this legislation will mean tremendous hardships and eliminate many 
of these small operators. 

Our small independent contractors have no facilities to keep the 
many confusing records that will be required of them. They cannot 
afford to hire the accountants and bookkeepers necessary for all the 
records required of larger operations. 

These small independent operators work with a small outlay of 
capital, and cannot meet the demands you suggest in changing the 
present small forestry and logging exemption. You will be depriving 
them of their right to work and earn a living unemcumbered by gov- 
ernment edict and control. 

When government tells an individual what he can do, when he 
can do it, how he can do it, and how much he shall get for doing it, 
it becomes the rankest form of socialism. That is essentially what 
you will be doing to the small independent forest operators of this 
Nation under mandatory wage increase and elimination of the 12-man 
exemption. 

We believe that our system of piecework production in the woods of 
the South, of so much per thousand board feet of sawlogs and per 
cord of pulpwood affords a man of honest intent to make more than 
the present minimum wage. He has an incentive to produce. 

A man making less than the minimum wage now in the woods 
cannot be legislated into a good worker by requiring his employer 
by law to pay him a minimum of $1, or the proposed $1.25 minimum 
wage. His personal requirements and initiative just will not elevate 
him above his desires for anything more than the bare necessities. 

While, on the other hand, a man of initiative can do well if unin- 
hibited by laws that restrict and demand unnecessarily. You cannot 
legislate good workers. You cannot plan time clock—8-hour day 
operations in the woods. Factory type regimented work days have 
no place in our southern woods, and can contribute nothing except 
the elimination of the small independent forestry operation from our 
forest scene. 

We conservatively estimate that well over 15,000 independent free 
enterprise workers in Georgia will be dealt a serious blow, and be- 
come victims if this legislation is passed. They will fall by the way, 
and our forestry operations will of necessity have to become highly 
mechanized and costly operations. The small independent operator 
will be a victim of Government redtape and reports. 

We are opposed to this legislation in principle as well as fact. We 
know a mandatory increase in the minimum wage will be detrimental 
to our small Georgia forestry operations by creating even more dan- 
gerous inflationary trends. The added costs of staying in business 
will create additional problems and even eliminate many small op- 
trators now in business. 

The elimination or reduction of the 12-man forestry and logging 
&xemption will create a chaotic condition among our thousands of 
small woods operators. Recordkeeping, regimentation of working 
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hours, increased operating costs, penalties for noncompliance, all 
thrown on the overburdened backs of our small woods operators who 
now operate in a highly competitive business beset with feast and 
famine and subject to the fickle whims of the weather will produce a 
most unfavorable working condition. 

There are many people that passage of this bill will preclude 
from further work. ower paid workers because of their lack 
of capabilities could not be profitably kept on in employment and 
would be eliminated for economy reasons in many woods opera- 
tions. The only place left for them to go would be on the already 
overcrowded relief rolls. 

The smal] timberland owner would also suffer from this bill. Woods 
operators for economy reasons due to higher operating costs could 
not pay as much for stumpage. Hence the lower amount of money 
paid to timberland owners would have a very pronounced adverse 
effect on our rural economy. In many areas of our State, the forest 
economy has superseded row crop economy. 

We are facing inflationary eels in increasing the minimum wage 
by a 6624 percent increase in the last 4 years from 75 cents to $1.25 
per hour minimum. Profits have not kept pace with this at all but 
are lagging way behind. Our highly competitive market and low 
margin of profit will spell doom for many if an increased minimum 
wage is passed. 

Our changing economy from row-cropping to industry and forestry 
has been a big step of progress, for many of our forestry woods work- 
ers were former agricultural workers working on shares, but who 
are now independent businessmen. The transition has produced a 
new industrial revolution for prosperity in the South, and by this 
one legislative act, you will virtually destroy 30 prosperous years of 
progress. 

Our Georgia naval stores production, once the world’s greatest, has 
begun to decline because of changing markets, high production costs, 
and competitive demands for the same basic raw forestry product— 
the tree. 

Our lumber production in Georgia, once the pride of the State, 
has declined due to competitive markets, inequitable freight rates, 
the rapidly rising costs of production, small margin of profit, and the 
competitive demands for the same trees. 

Once there were thousands of sawmills in Georgia, meeting the 
need of national defense in the time of emergency. Now this has 
dwindled down to just a few hundred. Increased minimum wage, 
raising the cost of operations has been a contributing factor to this 
decline. 

Costly machine installations, competition of other building mate- 
rials, lack of large sawtimber trees, competition from other areas, 
high labor costs, increased taxation, all have taken a heavy toll from 
our lumber industry. 

Further increases of labor costs and production cost will close 
down more lumber mills making more idle workers. 

The pulpwood industry has been the salvation of forest economy 
in our State. The construction of 10 pulp and paper mills has 
fostered an economic growth second to none in the country. 
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This has produced thousands of jobs in the factory, thousands of 
jobs in the woods, and millions of dollars into the trade channels 
of our State. 

You would choke off the lifeblood of our forest enterprise—the 
small producers—by legislating an unworkable, a detrimental law 
to remove the forestry exemption from the present wage and hour 
law. 

The passage of this bill cannot produce anything but chaotic con- 
fusion and ruin in our small Georgia forestry operations. 

We urgently and respectfully request that the present 12-man for- 
estry exemption be left as it now stands, untampered with, and that 
the minimum wage remain at $1 per hour. Any change will produce 
nothing but trouble for our Georgia forestry enterprises. A change 
in the minimum wage will produce only another inflationary trend. 
Why more take-home money when you are only fooling yourself into 
a false, inflated economy, and have to pay out more for the goods and 
services you require for livelihood. ‘There will be no end to the in- 
flationary spiral. 

We appreciate the opportunity of being heard on behalf of our in- 
dependent forestry operators. We wish to thank the committee for 
its time and interest in our problem, and ask that no change be made 
in the present minimum wage and 12-man forestry and logging 
exemption. 

We are grateful to this committee and we do appreciate the oppor- 
tunity of appearing here before this committee, and we do appre- 
ciate your kindness. 

Mr. Chairman, the pulp and paper industry in the State of Georgia, 
cannot maintain production if they cut every stick of wood on every 
acre of company land for very long. We are dependent upon private 
as and small business people to produce the raw material 
supply. 

We disagree with the principle that it is right for Government to 
dictate wages. We believe in the inherent right of free enterprise 
and independent individual initiative in business, We know our small 
business people in the forest enterprises will be hurt by this legisla- 
tion which is intended to help them. The fallacy of increasing lower 
income workers’ wages and not contributing to the inflationary spiral 
is beyond comprehension. 

The further subjection of business to Government control and in- 
spection is not conducive to expansion or continuation of private en- 
terprise. It is our considered opinion derived from both large and 
small forestry operators that the major proposals to amend the Fair 
Labor Standards Act are not in our best interests. 

We wish to make it clear that our active opposition in no way re- 
flects any desire to impede the growth, the progress of the economy 
of the great State of Georgia. To the contrary, we advocate the high- 
est possible wage level that is consistent with the productivity and 
earning capacity of the individual, the individual businessman. We 
also favor the establishment of working conditions that make possible 
a healthful, comfortable standard of living. 

Gentlemen, our standard of living in the State of Georgia in the 
last = years has increased considerably. Of that we are justly 
proud. 
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In accord with this principle we filmly believe that these objec- 
tives are best. attained under free economy, and free business, inde- 
pendent of Government control. 

These four gentlemen with me today have not prepared a written 
statement. We invite questions from the committee and we would 
like the opportunity to have the gentlemen, if they so desire, to enter 
a written report in the record at a later date. 
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STATEMENT OF JEFF T. STRAHAN, PorT WENTWORTH, CHATHAM COUNTY, Ga. 


I am Jeff T. Strahan, of Port Wentworth, Chatham County, Ga. I ama pulp 
wood dealer and also an individual timberland owner. I employ five persons in 
my business. 

Independent operators produce my wood supply, employing their own labor 
and using their own equipment. They purchase their raw materials from small 
individual timberland owners. These timberland owners are mostly farmers who 
supplement their farm income by making their small timber tracts produce a 
crop along with their cotton, tobacco, and other row crops. If an adverse row 
crop year occurs, as it often does in our State, farmers are dependent upon their 
income from the timberland to meet their obligations. 

I would like to point out that I have one large producer who is now under the 
present wage-and-hour law under which he finds it most difficult to operate. His 
present man-hour production under mandatory wage without the incentive of 
piecework reduces his profits to the point that he is making less than the small 
individual producer whose labor is able to work under the incentive of piece 
work production. This labor, by incentive of piecework and higher production, 
makes considerably more than the labor of the larger producer under the wage 
and-hour coverage. 

Under the piecework incentive operation of the present 12-man forestry and 
logging exemption, a producer’s labor will make 30 to 50 percent more production 
per man-hour. Consequently he will have more take-home pay because of the 
personal monetary reward for being a good worker. If pulpwood production is 
removed from the present 12-man exemption, the production costs rise sharply 
and the small independent pulpwood producer will be forced out of business. 

The main reason the small pulpwood producers cannot keep adequate hourly 
records is that 6 out of 10 of them drive their own trucks and are therefore 
away from operations 80 percent of the time. It would be impossible for them 
to supervise work and keep time records, when they are away from the locale 
where the men are working. 

Small pulpwood operators who do not drive their trucks are away trying to 
buy, secure or get new places to eut wood, and are not in the woods where the 
men are working more than 50 percent of the time. These men (operators) 
cannot supervise and keep records as required under the wage-and-hour law. 

Present woods operations would of necessity have to become highly mechanized 
and costly operations. There would be no place for the present small individual 
producer or his labor force. The present type of woods operations has pro- 
vided jobs for many former agricultural workers who would be unemployed be 
cause of the changed conditions of our row crop agriculture in our State. 
Cotton, the chief cash crop of decades in Georgia, has become secondary to 
timber product harvesting. Forestry operation in our State has been the sal- 
vation of our economic existence. 

We hope you will permit us to continue in business as small independent op- 
erators. We ask that you do not change the 12-man exemption or the minimum 
wage. 


Mr. Lanprum. Certainly we will be glad to receive a written state- 
ment from Mr. Tanner, or Mr. Collins, if they so desire, later before 
the record closes. If they de ire to make a brief statement: orally 
now we will permit them to do it, and if you will let me interrupt 
this routine just for a few minutes we will try to accommodate other 
Members of Congress who are here, so that they can get to their 
various committees, and we just had come in, the ranking member of 
the Rules Committee, Hon. Bill Colmer, from Mississippi, who has a 
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gentleman that he wishes to present and to make a short statement 
himself. 

So with the previous understanding between the chairman and Con- 
gressman Colmer, if you will permit me, I will interrupt at this time 
to recognize him and then we will come back to these three gentlemen. 


STATEMENT OF HON. WILLIAM M. COLMER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSISSIPPI 


Mr. Cotmer. Mr. Chairman and members of the committee, I 
assure you I am not in that big a hurry, but I do appreciate the cour- 
tesy that you have extended me, Mr, Chairman, of presenting a con- 
stituent and a witness here who is scheduled to appear before you 
this morning. I appreciate the time element as well as you do, and 
I assure you I shall not trespass upon your time with any extended 
statement. 

Mr. Chairman, my purpose here this morning and my sole purpose 
is to present to you a constituent, a friend of mine, Mr. Randle J. 
Dedeaux. Mr. eaux is an independent operator in the field of 

ulpwood. He is also a timber grower and a forester, who is engaged 
in consultant work. I think he knows this subject very well. He has 
had experience in all angles of it. He knows the economy of my sec- 
tion and I am sure that he will make some worthwhile contribution to 
your hearing. 

Mr. Chairman and members of the committee, it is my pleasure and 
my privilege to present to you here this morning Mr. Randle J. 
Dedeaux. 

Mr. Lanprum. Thank you. We are glad to have Mr. Dedeaux with 
us. 

Now, to continue the continuity, we will permit you if you desire 
to summarize your statement, Mr. Dedeaux, at this point if you wish, 
and then we will go back to the group represented by Mr. Brown. 

Mr. Deveaux. Thank you very much, and thank you, Mr. Colmer. 

Mr. Lanprum. You may proceed. 


STATEMENT OF RANDLE J. DEDEAUX, PERKINSTON, MISS. 


Mr. Depraux. Mr. Chairman, my name is Randle J. Dedeaux. My 
home is Perkinston, Miss. I am a small landowner, forest farmer, 
timber producer and dealer. As one of 1,700 owners and operators 
affiliated with the Forest Farmers Association, which covers 15 
Southern States, I find my situation and problems are similar to those 
of other small owners and operators over the entire South from Vir- 
ginia to Texas. 

We small owners and operators, like myself, are all tremendously 
interested in certain amendments proposed to the Fair Labor Stand- 
ards Act. We are particularly concerned about the proposals to elim- 
inate the 12-man and seasonal logging exemptions, and to raise the 
minimum wage to $1.25 per hour. 

It seems to us that these proposals would hurt the small owner 
and operator more than anyone else, which would be diametrically 
opposed to our American way of thinking. Before I finish, however, 
I believe that you will understand why we feel this way. 
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Let us consider for a moment the 12-man exemption as it affects 
small woods operators. This exemption is of great help to small 
operators like myself who are forced to do all of their office work 
themselves. I cannot afford to hire a bookkeeper, and my office setup 
is limited at best. Even as it stands now, a good many of my nights 
and weekends are taken up with keeping necessary records, reports, 
et cetera, and we are concerned about it. 

Removal of this 12-man exemption would merely add to the many 
nee already faced by small timber producers and operators like 
myself. 

Perhaps you can understand our situation better if I mention that 
our second-growth southern forests are such that it is seldom possible 
to use large logging crews under the supervision of individual fore- 
men to harvest the timber. Usually we have isolated individuals and 
small crews working without immediate close supervision. 

To attempt to put such scattered individuals and small crews on a 
factory-type, clock-punching basis is just about impossible. To re- 
quire small operators like myself to assume additional recordkeeping 
problems, and to be personally responsible for their complete ac- 
curacy, by eliminating the 12-man exemption would create undue, if 
not impossible, hardships on us small producers—and would likely 
force many of us out of business. ) 

I would like now, if I may, to discuss the proposed increase in the 
minimum wage from $1 to $1.25 per hour. This is important to small 
operators who, even though exempt, have to pay at least the legal 
minimum to get satisfactory workers. This is due to normal com- 
petition for good workers. 

As the Forest Farmers Association understands it, this increase is 
aimed at helping the individual workingman—and perhaps, most of 
all, the lowest paid worker. 

Frankly, we feel, that if this is the motive, it is a very noble one, 
However, careful study seems to indicate that such action would more 
often than not do this man more harm than good, as well as create 
serious difficulties for his employer and the economy in general. 

Since this minimum wage was only recently raised from 75 cents to 
$i—a whopping 3314 percent, another jump of 25 percent, from $1 
to $1.25, as currently proposed, would represent a total increase in 
the past 4 years of 6624—that would be from 75 cents to $1.25. Cer- 
tainly the profits of few businessmen, large or small, have advanced 
enough during this period to justify such a wage increase. 

Businessmen in general, and small businessmen in particular, have 
just come through a very severe recession which saw profits drop so 
much that many wondered how long they could stay in business. 
Furthermore, many economists now are predicting another leveling 
off of business, if not another recession during late 1960 or in 1961. 

To eliminate the 12-man exemption—and the seasonal exemption 
which is very important in certain sections of the country, and also to 
raise the minimum wage another 25 percent would undoubtedly legis- 
late many of us small people out of business. Another result would 
be to make the current unemployment problem even more serious. 

In addition, boosting the minimum wage another 25 percent for @ 
total of 6624 percent in 4 years would certainly stimulate further in- 
flation and make our dollars worth less and less. Such action in our 
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present climate of business uncertainty seems most unwise. And it 
could prove disastrous to many small businessmen and workers, too; 
especially if general business continues to decline. 

n smal] rural communities such as my own, the results of eliminat- 
ing the 12-man exemption and raising the minimum wage could be 
most disastrous. Employment opportunities are somewhat limited, 
and the average worker would have the choice of finding some em- 
iy who could pay him $1.25 per hour, or the worker could go on 
relief. 

As I see it there would be no other choice. Frankly, this would 

inch the poorest qualified and lowest paid workers rons pert many 
instances they would actually be legislated out of their jobs. I ho 
the committee will not underemphasize the importance of this pro 
lem. It would be a very real and personal one in my own little com- 
munity. I know that a lot of families would not understand why 
their breadwinner was not allowed to work, if he couldn’t make $1.25 

er hour. 
; Meanwhile, another little man who would also be hurt by increasing 
the minimum wage—the small timberland owner. After all, someone 
would have to pay for this increase. We all know that. 

Now if the employer doesn’t increase his profits by 25 percent— 
someone has to make up the difference. 

One result could be offering landowners less for their timber, and 
again the little man gets hurt. At this point I want to mention that 
the growing, harvesting, and processing of timber have much in com- 
mon with the raising of other agricultural crops. Our people con- 
— it as such, vn | call areas where these crops are grown—tree 

arms. 

Timber crops, like row crops, cannot be harvested every day in the 
year, and harvesting crews may be idle for a week at a time, or work 
unusually long hours, due to the uncertainties of nature. 

Since row crop farmers are exempted from provisions of the Fair 
Labor Standards Act for these very reasons, we feel that small forest 
farmers and operators should likewise be exempted. 

Frankly, we small timberland owners and operators need all the 
breaks we can get just to survive in today’s economy. But I believe 
~ small man is still extremely important in our American way of 
ife. 

I thank the committee for its courtesy in allowing me to present 
the views of the Forest Farmers Association; and your consideration 
to the retention of the 12-man and seasonal exemptions, and to hold- 
ing the minimum wage at $1 per hour will be most helpful and appre- 
ciated. Thank you. 

As has already been pointed out, that would be an effect of limiting 
the marketing particularly for the small timberland owner, and the 
small forest farmer, and the small tree farmer. 

Now, the growing and harvesting and the processing of timber crops 
have a lot in common with other agricultural crops. We consider it 
such, and we call these areas where tree crops are grown, we call them 
tree farmers. Timber crops like row crops cannot be harvested every 
day in the year, and the harvesting crews may be idle for a week or 
more at a time. 
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As Mr. Lewis has so aptly brought out, that is true. Or they ma 
have to work varying hours during the day or during the week, accord- 
ing as the weather may dictate. 

Since row crop farmers are exempt from the provisions of the Fair 
Labor Standards Act for these reasons, we feel that small forest farm- 
ers and operators should likewise be exempted. Frankly, gentle- 
men, we small timberland owners and operators need all of the breaks 
we can get just to stay in business and just to survive in today’s econ- 
omy is quite a problem. 

I believe that the small man is still very important in our national 
economy and our American way of life. 

I appreciate very much this courtesy the committee has extended 
me, in allowing me to present these views and the views of the Forest 
Farmers Association. Your consideration is asked, gentlemen, to the 
retention of the 12-man exemption and the holding of the minimum 
wage to its present $1. We will greatly appreciate it. Thank you 
very much, Mr. Chairman. 

Mr. Lanprum. Thank you, Mr. Dedeaux, and let me assure all of 
you gentlemen that we expect no particular recognition or gratitude 
for any courtesies shown here. You gentlemen are showing the com- 
mittee a courtesy in letting us have the benefit of your views, whether 
you might be in complete agreement with all of us we don’t say. But 
we appreciate your courtesy in providing us with this information. 

Now we return to Mr. Brown. If either of these three gentlemen 
would like to make a statement we will get to that because we have 
some more witnesses. 

Mr. Brown. We appreciate, as I say again, the opportunity of being 
here, and I would like to reiterate that the Georgia Forestry Associa- 
tion, and the independent forestry business people of Georgia, would 
like to recommend that the 12-man forestry and logging exemption be 
not removed or changed in respect to the present law, and that the $1 
minimum wage be held at that level. 

Mr. Strawn here is the pulpwood dealer from the Savannah River 
area, in Georgia and South Carolina, and Mr. Joel Tanner here is 4 
pulpwood producer and he operates 3 trucks and he works 12 men. 
On my left is Mr. Wayne Collins, who is a rough-sawmill operator in 
the mountains of north Georgia. He operates a rough sawmill and 
a portable sawmill and works 17 people. 

r. McClure here is a pulpwood dealer in southeast Georgia. 

I do not believe, Mr. Chairman, that these gentlemen have any re- 
marks at the present time. We would appreciate the opportunity to 
neve any question of the committee after these other States are 

eard. 

Mr. Lanprum. I am satisfied if there is time left there will be some 
questions, 

Mr. Walter Meyers of the Forestry Farmers Association in Georgia. 


MINIMUM WAGE-HOUR LEGISLATION 


STATEMENT OF J. WALTER MEYERS, JR., EXECUTIVE DIRECTOR 
OF THE FOREST FARMERS ASSOCIATION, ATLANTA, GA. 


Mr. Meyers. Thank you, Mr. Chairman. 
It is a real pleasure to be here and to have the opportunity to testify 
before this fine committee. My name is J. Walter Meyers, Jr., and 
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I am executive director of the Forest Farmers Association which is 
an organization of timberland owners, which has headquarters in 
Atlanta, Ga. We currently have some 1,700 members in 15 Southern 
States. Our organization was founded in Valdosta, Ga., which is a 
small south Georgia town, in 1941 by a group of private timberland 
owners and operators with related interests so that they could have 
a greater voice in matters affecting their timber forestry interests. 

No single interest except that of growing and processing of timber 
is dominant in our organization and our active membership is made 
up of large and small owners with 85 percent of our active members 
owning less than 500 acres. : 

I mention these things because there have been some comments in 
previous testimony that some of our organizations might not repre- 
sent what they propose to represent. We have many friends over 
the South, and many persons in Congress are personally familiar 
with our organization. I think that we are what we stand for. We 
are proud of the independence of our Forest Farmers Association and 
the fact that no one interested group can dominate. 

In an earlier statement some one mentioned that 1.1 percent of our 
numerical membership contributed 28.3 percent of our funds. Were 
you to turn that around, we would be the last to question the accuracy 
of that, because our organization is an open organization and we are 
delighted that 71.7 percent of our funds comes from our smaller 
members, and our annual meeting and other sources. Also, that the 
1.1 percent, everyone has the same vote in our organization. We have 
a limitation on the dues contributions and therefore 98.9 percent of 
the vote in our organization belongs to the smaller man. 

We feel that our group speaks for a well-balanced cross section of 
timberland owners and operators in the South. I just thought that 
the committee would like to have that little bit of background. 

Mr. Dedeaux you have heard from. He is one of our members and 
I think on the verification of Congressman Colmer we could certainly 
say that he is an independent operator, one that is personally known. 
Our other participant is Mr. J. V. Whitfield of Wallace, N.C., and he 
is a constituent of the very capable and very able chairman of the 
full committee. 

Mr. Whitfield is a small timberland owner and he is also a row crop 
farmer in North Carolina, and in his testimony which will be sub- 
mitted for the record Mr. Whitfield has indicated that the small 
farmer is another man that is being and will continue to be pinched 
by legislation of this type because, as I am sure the members of the 
committee all know, and likely are very, very concerned about, the 
trend of income for our farmers has been going down year after year 
after year. In 1959 again it was below 1958. And yet just the other 
day, the cost-of-living index hit its peak. Now someone is going to 
have to pay for this increase if an increase is given. So far unfortun- 
ately we have never been able to get a way that we do give somebody 
something without taking it away from someone else and we feel 
that the farmer is one group that is going to suffer very materially 
from this. 

As an example, the buyer of timber will very likely have a choice 
of selling his product for more or buying it for less. If he can’t sell 
it for more, then he can only pay the timberland owner less, and that 
means one more crop that the farmer will get less money for. 
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Now, we feel that the best situation would be in our present climate 
of business to increase our gross national product, the sum of our 
goods and services, which is the real measure of the wealth of any 
nation, and then to keep wages and costs in so far as possible to the 
same level that they are currently and your dollar becomes more valu- 
able. Otherwise, we are in the situation much as was the case toa 
very severe extent during the war, particularly in overseas countries, 
where they paid $10 a carton for cigarettes. They had money but 
there were no products to buy. As they got more money in their 
pocket, they just bid against one another for existing goods. 

Perhaps that may be an old-fashioned view but that we think is 
sound economics. 

I would like if I may just to let Mr. Whitfield say just a word, 

Mr. Lanprum. Suppose Mr. Whitfield summarizes his statement 
and gets it into the record and then we will recognize the Alabama 


oup. 

We will let Mr. Whitfield summarize now and then we will recog- 
nize the Alabama people. 

Mr. Wuirrtevp. Mr. Chairman and gentlemen, it is a pleasure to be 
here. As has been stated, I happen to be a constituent of your dis- 
tinguished chairman. As a matter of fact, I was one of his mili- 
tary instructors in World War I. So not only that, we were reared 
within 14 miles of each other, and so we do feel close to one another 
from the standpoint of friendship. 

I would like to point out just one or two things. The Congress re- 
cently, as you recall, passed a law which permitted a great agri- 
cultural industry in the Nation to establish its prices. That is tobacco, 
I don’t know of any time in the history of the Nation when a group 
of farmers has asked the Congress to keep the price of anything from 
going up that it had to sell. It did that for the very simple reason 
that it realized it was pricing itself out of the market. 

Now, if we aren’t awfully careful, even though the forestry indus- 
try and related industries contribute to the economy $25 billion as our 
share of the economy of the Nation, we can also price our products 
out of the market. We all want to see people get more. That is 
human nature. We all want to see salaries raised and wages raised, 
particularly in an election year. That is fine, and that is very nice. 
But we must be realistic, too. We must protect our economy. 

I just want to remind you of the fact that we can price ourselves out 
of the market. Think about that very carefully in any wage increase 
because we also are fast becoming the welfare state and many of these 
people that we make it impossible to get a job for by raising salaries 
too high for the unskilled, will get on the relief rolls. 

I will remind you again that the history of the welfare state is 
when it starts on that road, it gradually down the years becomes 4 
farewell state. So let us think about that. Let us think about that 
in all of this legislation. We all want to raise salaries, and we all 
want to raise wages, but I happen to be a farmer myself, a row-cro; 
farmer, and a small timberland owner and I sell pulpwood, and 
know exactly what they are going through with and what happens. 
We have seen the small sawmill in our area disappear. Some will 
say that they should disappear in the name of efficiency. 

I would like just to point out an incident that happened to me, & 
very pleasant one in the Northwest in 1951. I went out there to an 
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annual convention of the Farm Bureau and they took me up to the 
forest maintenance to watch a logging operation. I stood there and 
I watched a truck come up by flatcar and unload a whole flatcar load 
of logs. I timed five of them and they averaged 1 minute 25 seconds. 
They were very efficient. I said, “Well, what happened?” and they 
said, “Our minimum wage is $2 an hour. We had to do this. We 
have had to cut off so many men because we had to mechanize.” 

Now where did those men go? Did they find themselves in to 
that national economy? Perhaps so in some other work, but can’t 
we do things gradually, and can’t we do things on the basis of the 
economy as it gradually rises? ‘There is no question but what you 
are going to put some people out of business, with unskilled people 
and you are going to put them on welfare or maybe they will find a 
job here and there. You cannot move faster than the economy will 
move. It is very nice to say that I have raised your salary and raised 
your wages, but what is the other end of the story ? 

So, gentlemen, let us think about that very seriously. 

Mr. Lanprum. Thank you, Mr. Whitfield. I assure you that the 
members of the committee do give serious though to those problems. 

Now, we have recognized the group from Alabama and I believe 
the spokesman for that group is Mr. Hale. 

Mr. Hatz. I am just going to make a preliminary statement and I 
have with me a pulpwood producer and a small sawmill operator and 
we have timed our records and it will take 15 minutes to get through. 
Thope that will not be too much time. 

Mr. Lanprum. We will endeavor to get in some time after 12 
o'clock on questioning, if the members of the committee desire, unless 
there isa quorum call. If that develops we will have to run for cover. 


STATEMENT OF E. E. HALE, EXECUTIVE VICE PRESIDENT, ALA- 
BAMA FOREST PRODUCTS ASSOCIATION, MONTGOMERY, ALA. 


Mr. Hate. Mr. Chairman and members of the committee, I am 
KE. E. Hale, executive vice president of Alabama Forest Products 
Association, Montgomery, Ala. Our association is a voluntary, non- 
profit organization of forest products manufacturers, loggers, pulp- 
wood producers, dealers and timberland owners. 

The membership of 705 represents all sections of the State. A 
majority are classified as small portable sawmills, pulpwood pro- 
ducers, and dealers. 

I have served as executive vice president since its inception in May 
1949. Prior to that time I served as county agricultural agent for 
20 years, and State director of organization of the Alabama Farm 
Bureau for 5 years. 

I was reared on a farm. My grandfather owned one of the first 
sawmills in the county where I grew up. I have been closely asso- 
ciated with forest industry all my life. I personally own small acre- 
age of timberland and I have sold logs and pulpwood since 1933. My 
brother is a pulpwood producer. 

The first papermills located in Alabama, 1928, at Tuscaloosa and 
Mobile, in 1929. The policy of purchasing pulpwood from producers 
and dealers was the same in 1928 as it is today. Of the 20 million acres 
of forest land in Alabama, 50 percent is owned by farmers, another 
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30 percent in tracts less than 500 acres, 15 percent in tracts over 500 
acres, and 5 percent by Stateand Federal Government. _ 

The fact that there are over 100,000 woodlot owners in Alabama, 
makes it necessary to have small independent loggers and pulpwood 
producers cutting and hauling logs and pulpwood off these scattered 

lots. 
, Having presented a background of facts as exist in Alabama, I now 
would like to introduce Mr. Richard Buettner, of Cullman, Ala. 

May I just stop to say here that I went before Senator John Spark- 
man’s Committee on Small Business about a year and a half ago and 
the subject was, “What Can Small Business Do for the Small Saw- 
mills That Were Rapidly Going Out of Business in Alabama?” On 
that program with me were people from the area. Those are a mat- 
ter of record. 

In 1949 there were 2,700 sawmills operating in Alabama. Today 
there are about 800, and some of those part time. That is a matter 
of record. We go to the revenue department and they furnish us 
the license that is purchased to operate. I don’t say that the increase 
of the minimum wage was the whole factor in eliminating those saw- 
mills, but I do know this: Those that were not eliminated tried to 
expand. Some of them did that to their detriment. I know of mills 
that spent over a quarter of a million dollars trying to mechanize to 
save labor, and put in chippers and debarkers, and then find themselves 
having to haul scattered tracts of timber 100 miles to the mill. Now 
they are in bad shape. 

Now, I can appreciate the fact, Mr. Chairman, that members of this 
committee, and especially the Honorable Mr. Roosevelt from out West 
and others can hardly appreciate our problems as compared to theirs, 
I know when we talk about those little independent loggers and pul 
wood producers which this bill, if passed, 85 percent of them would be 
affected in our area in the South and nowhere else. 

But I do plead with you gentlemen to look at that carefully, be- 
cause it is a problem we have that is peculiar to the area. We are 
increasing rapidly and planting over 200,000 acres of new trees a 
year, on that 20 million acres, and we will be producing 10 million 
cords of pulpwood some of these days. 

Even Weyerhaeuser is coming out and buying land that we thought 
was worthless, because they said they could produce a tremendous 
ready-to-market in one-third of the time it takes it to grow it out 
West. Timberlands have gone up in the face of it. 

Now I just wanted to plead with you to give some consideration 
and I know the chairman knows the conditions in Georgia as well as 
Alabama, but they are peculiar to the southern conditions. Even 
though it might look ridiculous to some of you members of the com- 
mittee, when we talk about this minimum wage and the 12-man 
exemption, nevertheless it hits right directly at our group in that 
particular field. 

Now, I have with me Mr. Richard Buettner, who is a good German 
of several generations who settled at Cullman. They all settled up 
there and they have been in operation a long time and he is about the 
third or fourth generation. It will take him just a minute to give 
his statement as a sawmill producer. 
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STATEMENT OF RICHARD T. BUETTNER, VICE PRESIDENT, FOR- 
ESTER, AND SAWMILL SUPERINTENDENT, BUETTNER BROS. 
LUMBER C0., INC., CULLMAN, ALA. 


Mr. Buerrner. My name is Richard T. Buettner; I am vice presi- 
dent, forester and sawmill superintendent for Buettner Bros. Lumber 
Co., Inc., Cullman, Ala. I attended the University of Alabama In- 
dustrial Engineering School and am a graduate of the School of 
Forestry, Auburn University, Auburn, Ala., and a registered forester 
with the State of Alabama. 

Buettner Bros. Lumber Co., Inc., was founded in 1896 and is com- 

osed of a sawmill, concentration yard, planing mill and a retail 
building material outlet. In the sawmill we employ 11 men, on the 
concentration yard there are 19 men and 13 men in the planing mill 
and 9 in the retail store, making a total of 52 men employed by my 
company. 

In 1951 there were 119 sawmills operating in Cullman County and 
today there are only 6. You can see we have this same problem that 
Mississippi and Louisiana are having, too. Most of these sawmill 
owners that went out of business attribute their closing out to the 
enactment of the $1 an hour minimum wage law and the high cost 
of stumpage—price of standing lumber. 

In the mill that I operate, before the $1 an hour minimum wage 
increase, the men worked 50 hours a week at $0.75 per hour plus time 
and one-half for overtime, and the average employee made $43.75 per 
week. But when the $1 an hour minimum wage came into effect, the 
hours were cut to 40 hours per week and the employee made $40 a 
week. Consequently the man lost $3.75 per week and we lost 10 
hours of production per man. 

An effort was made to increase the efficiency and production of this 
mill, but due to the high cost of sawmill machinery this was hard to 
do. For example, we investigated the possibilities of buying a new 
sawmill carriage in 1958 from one of the well-known sawmill manu- 
facturers. The price was approximately $8,000 and the same carriage 
today will cost $14,000. So the cost of machinery has nearly doubled 
and the price of lumber has not increased at all in this period. 

In 1958 we installed a debarker to debark our logs so that we 
might sell our slabs and edgings to the paper companies for the manu- 
facture of paper. Prior to this time all waste was made into stove- 
wood but electricity made the demand for stovewood very small. 
The papermills provide a constant market for the waste, but this 
initial investment of a debarker and truck cost well in excess of 
$50,000, and at the present there are only two mills in my county with 
such equipment. 

Prior to the $1 an hour minimum wage law, our concentration yard 
employed 25 men. We bought lumber from 10 to 12 of these small 
portable mills who were forced to go out of business because of this 
law and the high cost of stumpage. 

So consequently when the small mills went out of business our con- 
centration yard was forced to lay off the excess men and retain only 
the men needed to handle the lumber our own mill produced. 

Presently, in this yard we have retained several men who are over 
60 years of age but under 65 years of age. If the minimum wage is 
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raised we will be forced to replace these men with men capable of 
doing the work required of a man of that wage. 

The cost of stumpage is another major factor that regulates our 
business. On January 19, 1960, a tract of timber estimated at 21 mil- 
lion board feet was sold by the U.S. Forest Service, in the William 
Bankhead National Forest located in Winston County, Ala., which is 
the adjoining county to Cullman. The minimum acceptable bid for 
the pine was $36.50 per 1,000 board feet. 

These U.S. Forest Service sales usually set the minimum for this 
area, and this company, not owning any lands, has to buy all of its 
timber on the open market. 

The biggest competitor of southern pine is Douglas-fir and _pon- 
derosa pine produced on the west coast. Based on a U.S. Forest Serv- 
ice report dated November 2, 1959, of sawtimber stumpage prices 
sold from national forests, the average stumpage price of Dountel 
fir sold was $17.69 per thousand board feet whereas the average, 
stumpage price of southern pine was $33.54. So if the minimum wage 
is increased, the west coast will still be able to ship into the South at 
a lower price than we can produce. 

Part of our logs are purchased delivered at the mill site, often from 
a farmer or small woodlot owner who cuts and hauls logs during his 
spare time. Should the 12-man logging exemption be repealed this 
would, no doubt, reflect in a higher cost of logs. Any help the farmer 
employs must then be paid the minimum or better for logging work. 
Farmers would then be forced to pay the minimum on farmwork as 
well as logging on workweeks in which both jobs were done. 

When we buy standing timber we contract with one or more small 
logging crews who cut and deliver logs to the mill on a per thousand 
basis. Again, if the 12-man exemption is repealed or the minimum 
wage increased, the logger would naturally have to have enough in- 
crease to offset this additional expense. Such an increase would be 
added to the cost of logs. Under our present competitive position, it 
would be necessary to pay less to the timbergrower for his timber 
to offset any additional cost. 

If the minimum wage is increased a great number of small saw- 
mills, possibly including our own mill, will be forced to shut down 
and buy vee ae elsewhere. This will create a great amount of un- 
——— and force some mills to go out of business completely. 

thank you for the opportunity of appearing before this commit- 
tee as a small operator on behalf of the Alabama Forest Products 
Association. 

Mr. Harz. Now, we have Mr. John Whatley, a pulpwood producer, 

and he has a short statement he would like to give. 


STATEMENT OF JOHN WHATLEY, TALLAPOOSA COUNTY, 
DADEVILLE, ALA. 


Mr. Wuatiey. My name is John Whatley and I live in Tallapoosa 
County, Dadeville, Ala. I am an sony onprmngs pulpwood producer 
and have been engaged in this business for the past 6 years. Before 


this I was a farmer. The wood I produce is sold to one of the local 
pulpwood dealers. 
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I operate two trucks and my normal crew consists of six men, in- 
cluding myself. I might add here that my crew is also integrated, 
consisting of three whites and two colored. 

I pay the crew on a piecework basis, 1.e., $4.50 per cord to cut and 
joad the wood. I furnish the stumpage and all equipment. Based 
on my records, a typical sample of which is attached to this state- 
ment, shows my employees are earning about $8 a day. They may 
earn this in a 6-, 8-, or 10-hour day. ‘The closest I can figure, the 
men actually earn from $1 to $1.15 per hour. I guarantee them a 
minimum of $1 per hour in mud, or other unforeseen reasons. 

In addition to this, I furnish them a car for transportation to and 
from work. 

If the minimum wage is increased it will be necessary for me to 
increase the wages of my employees likewise. Such an increase can- 
not be absorbed by me as I am barely making a living, therefore, it 
would have to come by a reduced price paid for stumpage or an in- 
crease in the price of pulpwood. The average pulpwood worker is 
not capable of competing for jobs that require skills. 

Also most of them are part-time farmers and would not care to 
work full time in an industry. If the logging exemption was re- 
moved, a farmer who customarily uses his farm hands in his pulp- 
wood and logging operations when not busy on the farm cola not 
employ them on the farm during any workweek they received a mini- 
mum wage without paying the full minimum wage on the farm oper- 
ation. This would make for confusion and finally eliminate the 
small farmer from doing logging and pulpwood harvesting during 
slack periods on the farm. 

My normal production is from 35 to 45 cords per week and this 
amount is usually accomplished in 4 days, sometimes 5, depending 
upon weather, logging conditions, length of haul, and so forth. It is 
my hope to increase my crew to 12 and put on two more trucks. In that 
way I would get more for my effort; investment in equipment, and so 
forth. I think you would find every pulpwood producer is striving to 
increase the size of his crew to a more efficient number in order that he 
could make a good living from his operation and anything less than 
12men would handicap this effort. 

There are about 35 producers selling wood in the same area I do, 
and to my knowledge all of them operate under similar conditions. 
Many of the producers are part-time operators in that they operate 
farms and supplement this income during the off season by cutting 
pulpwood. Still others who are not able to obtain regular employ- 
ment, bring in occasional loads of wood throughout the year. 

Due to the nature of my pulpwood operation it would be impos- 
sible for me to exercise the supervision of my employees that would 
be necessary if I had to keep time records of their woods work. Op- 
erating two trucks as I do, I drive one truckload to the woodyard 
while the remainder of my crew loads the second truck. When I 
return to the woods I pick up the loaded truck and leave the empty, 
which as you see keeps me separated from my employees most of the 
time. After working with my crew, I usually have to spend addi- 
tional time to locate and purchase additional timber for future 
cutting. 

55097—60—pt. 118 
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If the 12-man exemption was eliminated, as I understand it, I 
would be forced to either hire a supervisor to stay in the woods to 
closely supervise my crew and keep records, or hire a truckdriver to 
relieve me so I could stay with the men and keep records. 

Under cea conditions I realize just enough from my labors to 
live on. Should I be forced to hire another man for the same volume 
of production, I am afraid I would have to discontinue my small 
business which I don’t want to do. 

Furthermore, it is questionable in my mind, whether or not the 
average pulpwood producer, possibly myself included, is capable of 
keeping the records required by our Government. A large portion 
of the pulpwood in our area, and I am sure this would be true of 
the South as a whole, is produced by men, both white and colored, 
that have below-the-average education. Even if time records were 
kept, since I have to be away from the job hours or even days at a 
time, they would not satisfy the wage-hour inspectors. There would 
be no proof that the records are accurate. 

The problems of cutting and hauling pulpwood are exactly the 
same today as they were when Congress authorized the 12-man 
exemption for the small pulpwood producer. I sincerely feel, gentle- 
men, that repeal of this exemption today would jeopardize the liveli- 
hood of the pulpwood producer, his employees, and thousands of 
others of similar circumstances. 

I think you for the opportunity of appearing before this com- 
mittee on behalf of the Alabama Forest Products Association, as 
a small pulpwood producer. 

(The information referred to follows:) 


Typical record of weekly pulpwood deliveries 




















Receipts from 36.03 cords of wood, at $14.75 Tere $531. 54 
Less severance tax, at 6 cents cord 2. 16 

529. 38 
Less cost of stumpage, at $6 per cord, and $15 saw repairs___.-.-__--- 231. 18 

298, 20 
Less labor cost of 5 crew members, at $4.50 per cord 162. 13 
Balance must cover fuel, oil, repairs, depreciation and my salary__--_- 136. 07 


Taken from delivery records of February 12, 1960, for pulpwood delivered by 
John Whatley: 





sec ewemmian is cassinicines vngap aabepptaarabeinodt 36. 03 
ggg ERIS LP EE Re i SES Pe ee $4. 50 
Total labor cost paid out $162. 1350 
& erew members, $32.43, each, ner 4 days.......___....... ..--- ~~ = $162. 13 
ee OR oi din ea hei 6 mie paiement $32. 43 


Mr. Lanprum. Thank you. 

Now, if it is the pleasure of the members to interrogate, if you 
were not here when we opened, we can say we agreed that the ques- 
tions could be directed at any one of the group and we will begm 
the interrogation with Mr. Roosevelt. 

Mr. Roosrvetr. First may I say that I think the industry has 
certainly done an excellent job in preparing and presenting their 
case. 
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There are a number of things, of course, which arise immediately 
as to the validity, I think, of some of the things which I would like 
to try to clear up a little bit, but let me first say that I was brought 
up in a time when reforestation and tree planting was of particular 
interest to my own father, as some of you will remember. 

That was one of the things that he devoted part of his life to. 
1 am very sympathetic to your interest in tree farming and wanting 
to make this one of the great industries, and I would like to emphasize 
that while I do come from California, I do not represent the lumber 
interests of the Northwest. 

I happen to come from the city of Los Angeles and I do not 
have a tree in my whole district. I am, as some of you may know, 
also very much interested in the small business aspect of your prob- 
Jem. However, I think in fairness, and if I am wrong I would like 
to be corrected, the problem that most of you gentlemen have brought 
out here is that you are in competition with the lumber which is 
produced in the Northwest. 

There there is a higher wage scale, as you have testified, and there 
are natural advantages which enable them to make this competition. 

Now, the question then must arise, is the Congress justified in effect 
in producing for you a subsidy through the exemption to enable 
you, through the wage scale, to meet this competition? Now, that is 
a serious question, and I think that it is a debatable question, but I 
think we want to put it frankly to you gentlemen. 

I would say to Mr. Whitfield that I have sympathy with what you 
say about a gradual rise. But I also lived through a period in 1933 
when the effort was made to raise wages straight across the board and 
I heard almost the same speech that you made many, many times in 
those days, that this was impossible, and it was going to bankrupt 
the country, and no one could afford to pay the wages that were being 
suggested, and pretty soon the country got settled down to it and 
everybody, I think, you will have to agree, profited in many ways, not 
only financially but in many other ways. 

You bring out here that one of the things that is outstanding in the 
industry, and I think the last speaker just made the point, that many 
of the people who work in this industry are below average in in- 
telligence, both white and colored. Now, that is an indictment in 
itself, the fact that you are willing to admit it and to say it and yet 
you want to in « way continue that situation because these people 
are below average, and because they do not have the educational op- 
crear and because they cannot afford the kind of a standard of 

iving which makes it possible for them to come up to that average. 

These are things which you may think are irrelevant because they 
do not come directly down to the question of profit and loss. But I 
think the history of the country as a whole shows that when you 
become interested in these things you also acquire a profit which gen- 
erally helps the industry straight across and in other ways. 

You make it possible to improve your industry and to improve the 
general level of the standard of living of the country in which 
you live. 

Now, I am somewhat confused in the situation because I know 
here, I think it is in the statement of Mr. Buettner a minute ago, 
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that these people work an average of 50 hours a week, at 75 cents am 
hour, plus time and half for overtime. Yet one of the earlier wit- 
nesses told us that it is almost impossible to find someone who will 
go out and do logging for more than 6 hours at a time. 

Six hours is not going to get him there unless he works 6 or 7 days. 
a week, and it is not going to enable him to do the job. 

Mr. Lanprum. I believe the Chair could clear you up. With regard 
to Mr. Buettner’s statement, he had reference to a logging operation 
whereas the 6-hour statement by someone was with reference to the 
cutting of pulpwood, in which you are dealing with a somewhat 
different situation. 

The cutting of pulpwood, a man would be on his own, and if he cuts 
four units he is paid for four units if it took him 6 hours or if he 
worked 3 hours or 8 hours, or as long as he wanted to. But the log- 
ging operation is on a straight hourly basis, as I understand it. 

Mr. Lewis. He had reference to the mill only, the mill operation, 
and not the logging operation. 

Mr. Roosrvetr. I understand that they punch a clock. I would 
like to get straightened out in my own mind, in the steps through. 
this operation from the individual small farmer such as you gentle- 
men, and then you actually go out and you cut the lumber, and you 
eventually sell it or it eventually ends up with the pulp and paper 
company. 

Mr. Lewis. Yes, the pulpwood does. 

Mr. Roosrveur. Now, there has been presented to us from nowhere 
as of this time that I know of any indication that the present profits: 
of the pulp and paper companies would not enable them to pay to you 
or to the people who sell them which will be reflected down the line, 
so that the increase in the minimum wage could not be absorbed by 
the final purchaser of the pulp and paper company. 

Mr. Meyers. Now these records can be checked because they have 
been checked by the Securities and Exchange Commission. The 
wee are not as much in 1959 as they were in 1956. Now that can 

verified very quickly. 

Mr. Roosevetr. That is not the fact that has been presented to this 
committee, and I will be glad to show it to you. 

Mr. Meyers. I saw those figures and I wonder where they came 
from, and they do not check out. 

Mr. Roosrvetr. This comes from “Moody’s Manual of Industrials.” 

Mr. Meyers. There is a different way of figuring that. There are 
several ways of figuring these things, but I know that if you will look 
up the per-share earnings of the company, which is the profit divided 
by the number of stockholders, the per-share profit was less in 1959. 

Mr. Dent. Wasthat before the split or afterward ? 

Mr. Meyers. There was no split in there. 

Mr. Denvr. When you get into the economics of corporate holdings, 
you must always realize that in most of our corporations, as profits 
tend to become a greater per-share amount, the easiest way for us to 
do in our corporate holdings is to split the number of shares so that 
we keep the per-share profit down to a certain amount that looks 
reasonable on a return. I understand that. But I am not—— 

Mr. Meyers. I would be glad to get the information and file it on 
a number of representative companies, if there is any difficulty in 
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tting it. But I do know this, and it is very obvious: that if you are 
familiar with the stock market prices, almost any of the paper com- 
pany stocks today are selling for less than they sold for in 1956. 

There has been a correction and adjustment. International Paper 
Co. sold for approximately 140 to 150 in 1956, and today it is 113. 

Mr. Roosrvetr. For the same number of shares of stock ? 

Mr. Meyers. There probably have been some 2- or 3-percent stock 
dividends, and that is why the per-share earnings would be the better 
way to figure that. There is something else, Mr, Roosevelt, if I ma 
say something, that we have young timber in the South. The Sout 
is growing over 50 percent of the timber growth. The West is cut- 
ting mature timber. 

Mr. Roosrvetr. That is a much more valid argument to me than 
the other. 

Mr. Meyers. I am afraid from some of the testimony it might have 
appeared that we are competing with the West or have some argu- 
ment with the West. We have no argument with them, but we would 
like our timber to grow a little bit. They are going to cut their 
timber out one day before very long, and theirs does not grow as 
fast and I am sure you are aware of that. 

Mr. Roosevett. In spite of a pretty good reforestation program, 
they are going to come to the day that you are going through now, 
if you handle the situation proper, as far as building it up. 

Mr. Meyers. That would be very, very helpful if you lived through 
that. point becauses we are going to grow the timber that is grown in 
the United States and on a growth basis we are growing more than 
half of the commercial timber in the South. 

For defense purposes and housing purposes and so on, despite the 
fact that we may be going through lean years now, our future is 
brighter in timber than the west coast is, and I think our wages and 
profits will rise. 

Mr. Roosrvert. I would be inclined to agree with that and I am 
glad you discussed it on that basis. 

Mr. Owens, you made a point which I wanted to get clear, too. 
You made the point that there were many people in the age bracket 
of 45 to 60, I think, that were in this. I think it should be said in 
fairness to the previous witness that I think you were talking about 
when you made that, that his point was that this was not a field for a 
handicapped person and not that it was not a field for an older, 
healthy person; but it was not a field for a handicapped person. 

Mr. Owens. I was trying to make the point that the strenuousness 
of the job was not such that older people could not work in the woods. 

Mr. Roosrvetr. But as we have generally said, I think you would 
agree it is a job for a healthy individual, as against what we would 
normally term a handicapped person. 

Now, the other thing that I am not quite clear about in my own 
mind about your statement is this: You are forced to pay wages in 
competition in Texas with other industries in the area. I think that 
you mentioned the steel company and the other companies, and the 
chemical plants. 

Now, in general, those plants, I think, are certainly well above the 
minimums, Is that not so? They are not affected by the minimum 
wage in any way, shape, or form ? 
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Mr. Owens. No, sir; the point I was trying to make is that by and 
large our operation has either stayed with the minimum or come up 
with it largely due to the labor market in our area. 

In other words, when the minimum was 75 cents, we were paying 
it, and above. And this situation of having a labor market like that 
in that area tends to keep us higher on our wages we have to pay 
woodworkers. 

Mr. Roosrverr. The thing that I am confused about is that you 
are telling me in one breath because of the pressure of these other 
industries you have had to adjust and you have been able to adjust, 
and these gentlemen tell me that they cannot be in a position to do 
that. 

You sound almost like the living refutation of what the others say 
is the problem. 

Mr. Owens. I am trying to bring out a point that the situation in 
east Texas is entirely different from the situation in Louisiana, and 
Georgia, and Alabama. We all have problems peculiar to our own 
areas, and it is just a complex thing. 

Mr. Roosrveir. What is the basic difference? You stay in business 
and you make a profit. How do you do it? 

Mr. Owens. The point has been raised in previous testimony that 
woodworkers, if they had to seek other employment, would have no 
pee to go. I just wanted to make the point that in our area we 

ave a big demand for labor. 

Mr. Waconer. He has to compete with these other places. 

Mr. Roosrvett. He does stay in business, and how is that done? 

Mr. Owens. We have to. 

i a Roosrveitr. Suppose everybody else had to? How would they 
o it? 

Mr. Lewis. Have you ever been to the Big Thicket of east Texas 
where this man works? If you have been in there, they have the 
finest stand of second-growth timber in the whole South, and it is a 
position that we all hope we will be in before too long. They are in 
remarkably good shape so far as timber is concerned, and you under- 
stand when you do not have to walk a long distance between trees, 
they are there and you can butt them and fell them. A man witha 
power saw has no trouble making the minimum wage, plus, and quite 
a bit extra. 

That is not a real problem where you have good timber, and he has 
good timber, some of the best in the South, and the Forest Service 
will be glad totell youthat. It is a matter of record. 

They are in much more fortunate shape than I would say 90 per- 
cent of the rest of the South, and that may partially account for it, 
sir. 

Mr. Brown. In Georgia our problem is competing with agricul- 
ture; that is, tobacco and peaches and corn and cotton. We have a 
number of producers who work during off times, but when crop time 
comes they lay down that saw and they go tend to the crops. 

We face crucial times in those periods because we do not have that 
additional labor out there, where they are competing against indus- 
oe and ourselves, a split between the agricultural economy of our 

tate. 
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Mr. Hater. You spoke of that low-educated class of folks. Prac- 
tically all of those people, both colored and white, are people that 
have lost out in farming due to the big, tremendous number of farms 
that have gone out of business in Alabama. At one time there were 
over 200,000, and now it is down to about 100,000. Those people are 
not folks that are skilled and they have never worked in a factory. 

They have a little plot and they stay at home at night, and they 
would rather do that than to pull up and go to a factory and quite a 
number of jobs they are not capable of doing. They are the older 

ople. You will not find the young, skilled people or rarely any of 
them in that business. 

I do not know how long that will last, but that is a situation as it 
is today. It is because of the transition of the small farmer, and he 
found this job, and I would say 75 to 80 percent of those people work- 
ng are that type, just like Mr. Whitley was here. 

{r. Roosrvett. The younger people do not go into this business? 

Mr. Hatz. No; because they are better educated and they can go 
to some industrial plant and make more money, and they are more 
capable. Occasionally you will get a man that can handle a saw and 
he will make $2 or $3 an hour on piecework. 

Mr. Brown. Due to many of the retirement programs in industry, 
the middle-aged people are not taken into industry. They have no 
other place to go. In an area like ours, where it is strictly an agrar- 
ian economy where we are becoming more industrialized, you have 
a great gap of manpower that know nothing else. They are at the 
age where you cannot educate them. We do not have the heavy 
industry of the North and certain sections of the country where they 
can go into that can utilize that unskilled labor. 

In the woods, the turpentine and naval stores area of the South, 
the pulpwood production, that is the logical industry just the same 
as ” had smokestacks up there. We have trees instead of smoke- 
stacks, 

Mr. Roosevett. I do not want to take up any more time, but just 
say that I think that you present a very serious problem to the com- 
mittee, and I am certainly not unsympathetic to it, and I am par- 
ticularly sympathetic to the problem of the recordkeeping and the 
problem which arises from the authority which the Wage Bureau 
people exercise or would exercise in trying to enforce the law. We 
have had a few unfortunate examples of that, I think. 

I want to thank all of you for making your points very clear in 
discussing these matters. 

Mr. Hiestanp. Mr. Chairman, I think that it should be said that 
this is quite the most impressive testimony that I have ever listened 
to in any of the committees of which I have been a member. You 
have prepared your cases and you have driven your points home. 

Gentlemen, I certainly take my hat off to you for coming up here 
and making this presentation to us. 

Particularly impressed am I for your obvious underlying if not 
already stated testimony in behalf of the free enterprise system, and 
in behalf of individual enterprise, and in behalf of small business. 
Those are the principles upon which this Nation was founded and 
why it is what it is. 
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Mr. Lanprum. And recently there came to that town a small gar- 
ment industry from Mr. Dent’s region, now employing about 100 
people. That is all female labor, and there are no men down there 
that know how to sew. 

You can see what would happen to an area of that sort if we had 
to cut out the exemption there. 

Mr. Dent. Mr. Landrum, I know that you know we went through 
that pretty drastically up in my area of the country because we had 
the letdown in the coal producing industry, and we had to go into 
this so-called textiles and garments and so on. 

We got into a position in some of our counties where the only 
breadwinners in the families were the female workers and that isn’t 
a healthy situation for a community, and I can appreciate it. 

But I want to thank all of you, because I think that your presenta- 
tion here this morning was very illuminating and very informative 
to us. 

I had some questions, but some person who has a very perverted 
sense—I was going to say of public duty—who thinks because he has 
to sit over there that everybody else has to and has nothing else to 
do but listen to a lot of routine stuff, but I think this is very important. 
We should be allowed to stay here. However, there is a quorum call. 

I want to say to Mr. Maxwell that I have done quite a bit of build- 
ing in my time, and I will be darned if I can appreciate your price 
of lumber down from 165 to 135 in a period of 8 years when my price 
at the mill for my building construction has gone up in a higher 
proportion than what yours has gone down. 

I cannot understand that at all. That is why your mill price is less 
down south now and my price for construction is a lot higher up 
north. I usea lot of your lumber or I used to. 

Mr. Maxwe tt. I cannot explain that except if you would like to 
come down to Louisiana, we will sell you all of that stuff you want 
at that price. 

Mr. Denr. I believe you, and those of us who have the whole, total 
problem to consider have to consider not only your prblem there, but 
also this middleman’s problem and the end product problem and so 
on. I want to say that we have a condition pretty much similar to 
yours in our fencepost farming. You know we do a great deal of 
fencepost farming up home, something like your pulpwood farming, 
and it has to be somewhere between 5 and 7 inches in diameter, and it 
is getting to be quite a problem. 

But we have found out—and I do not know whether you fellows 
agree with me or not—that the No. 1 problem that we have to con- 
front and meet is the increased price in stumpage. I have not found 
out where the cost of living of stumpage has gone up, but the cost 
of living of the fellow who has to cut it has gone up. 

Somewhere in that region, those of us in Congress who are trying 
to do a fair job want to do something that will increase, as one gentle- 
man said, the gross national product. But you cannot increase the 
gross national product without somewhere along the line getting 
either more payrolls or heavier payrolls. 

It is the only basis for increasing the gross national product. We 
have discovered that in all of our NATO-ally countries and we dis- 
covered it in certain underdeveloped countries where the Congress 








274 MINIMUM WAGE-HOUR LEGISLATION 


I especially commend you for coming. I think that it should be 
said—I think that I can say it, being probably the only Republican 
in the room—I think the gentleman who presented you, Mr. Dowdy 
of Texas, and Mr. McSween of Louisiana and Mr. Landrum, of 
course, and Mr. Colmer and our great chairman, Mr. Barden, have 
merited the respect from both sides of the aisle. They are worthy 
representatives of you gentlemen. 

I have a number of questions that I could ask, but it would take 
quite a long time. I think we have gained the impression of this 
industry and the problem that you face. 

May I suggest just one question, however, and as it has been said 
ona TV program, let us make it a toss-up, whoever wants it. 

I rather gather that a high percentage of your tree fellers, the 
chaps that do the chopping and gathering, are basically farmers, 
small farmers who do use this as supplemental, even if a major sup- 
plemental, part of that. industry. That may be less true in Texas 
than in other areas, but is it trne and who would like to answer it? 

Mr. Brown. I think we have evidence of that in Mr. Tanner, who 
is a farmer and a pulpwood producer, and he cuts wood and hauls it 
to the rail siding and he is a farmer and I think the definite answer 
to your question would be that. 

r. Hrestanp. If this industry were wiped out, what would he do 
for a living? 

Mr. Tanner. He would be cut completely out, because if control 
came out in south Georgia, that would happen. 

Mr. Hiestanp. We Republicans are interested in individuals, too. 
fe Mr. Lewis. Most of them would get on the welfare rolls of that 

tate. 

Mr. Hresranp. Does that hold true throughout ? 


STATEMENT OF WAYNE COLLINS, A SMALL WOOD MILL OPERATOR 
IN BLAIRSVILLE, UNION COUNTY, GA. 


Mr. Corzins. I am a small mill operator from Georgia and I have 
17 men on my payroll and I would like to point this out: We do not 
have but one small industry in our county, and if this wage and 
hour law is passed it looks like I would be forced to shut down. 

Now the people that I sell lumber to would not miss the lumber that 
I cut, but these 17 families will miss the money that I pay them every 
week. I just do not see where they would get it. They would have 
to leave Union County to get a job; there is no other employment 
there. 

That is not only me, but these other sawmill operators in my county 
would have to do the same thing. 

- Hiesranp. I appreciate it, Mr. Chairman, but I know we have 
to close. 

Mr. Lanprum. I might supplement the statement of the sheriff 
there, on his area, on that point. He mentioned one industry. The 
Chattahoochee National Forest comprises most of the county and the 
area, the land area. Sawmilling or logging and pulpwood is about 
the only source of employment there, except for the tourist season in 
the summer; is that right ? 

Mr. Cotuins. Yes. 
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WEDNESDAY, MARCH 30, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS 
OF THE COMMITTEE ON EpucaTION AND Lagor, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a.m., in room 429, 
Old House Office Building, Hon. Phil M. Landrum (chairman of the 
subcommittee) presiding. 

Present : Representatives Landrum, Roosevelt, Dent, Pucinski, and 
Ayres. 

"Also present: L. K. Alderman, Jr., chief clerk, and W, Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The committee will come to order. 

The first witness we have this morning is from the National Edi- 
torial Association, Mr. Bernard E. Esters, and Mr. Edgar S. Bayol. 
Mr. Bayol, I believe, is executive vice president of the association. 

Suppose we proceed with your statement, or a summary of your 
statement, as you desire. Some of the members may desire to inter- 
rogate you subsequently. 


STATEMENT OF BERNARD E. ESTERS, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NATIONAL EDITORIAL ASSOCIATION, ACCOMPANIED 
BY EDGAR S. BAYOL, EXECUTIVE VICE PRESIDENT, NATIONAL 
EDITORIAL ASSOCIATION 


Mr. Esters. Thank you, Mr. Chairman and members of the com- 
mittee. My name is Bernard E. Esters and I am the publisher of a 
weekly newspaper in Houlton, Maine. I am appearing before this 
committee today as chairman of the Legislative Committee of the Na- 
tional Editorial Association, a 75-year-old organization composed of 
over 6,000 weekly, semiweekly and small daily newspapers published 
insmall] communities in every State in the Union. 

My colleagues in this oldest and largest national association of 
newspapers in the world have asked me to express to you their thanks 
for the indulgence of this committee, faced as it has been with such 
a large number of witnesses, in permitting the hometown newspaper 
industry of America to present its views on certain phases of H.R. 
4488 here being considered, the adoption of which can very adversely 
affect all of its members. 

I think I should explain at the outset that the association which I 
am privileged to represent here is the only voice that speaks for the 
more than 9,000 weekly and semiweekly newspapers of this country. 
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is pouring money in, that unless you have a payroll balance, your 
gross national product does not increase. I appreciate above every- 
thing else the farming angle of tree growing more than anything 
else. 

Mr. Brown. Your statement about payrolls there, and increased 
wages, there is a difference. The increased payrolls per capita of 
people working is fine, and that is different than from raising wages, 

When you raise wages, if everything else would stay status quo 
it would be fine. But when wages go up everything else goes up in 
proportion, but if you could increase the payroll and wages stay 
stable, you are gaining ground. 

Mr. Dent. That is true, if the payroll in its basic output is suffi- 
cient to meet the cost of the payrollee. 

Mr. Lanprum. Let us let the gentleman from Illinois get in the 
record. 

Mr. Puctnskt. I have never been as sorry as I am today for a 
quorum call, because I think these gentlemen have made a very signifi- 
cant contribution to this committee. I have never had an opportunity 
to discuss with businessmen from the South some of their problems, 
coming from Chicago. 

I wish that we had more time. There are many, many things that 
I would like to ask you, which I think would help clarify this great 
problem that confronts our committee. 

I do want to ask just one question of the gentleman in the middle 
there. You have six men working for you? 

Mr. Buerrner. Yes, sir. 

Mr. Puctnsxr. I was wondering how many cords of wood these 
men cut and load per day. Do you work in three-man teams? 

Mr. Buetrner. Yes, sir. 

: a Pucrnskt. How many cords does one team cut and load per 

Mr. Burerrner. Around 10 cords. 

Mr. Puctnsxt. Thank you, sir. 

Mr. Lanprum. Gentlemen, I speak for the committee in saying that 
we are indeed grateful for this presentation. I will join the others 
who have complimented you upon presenting a very fine statement 
-of the conditions affecting this industry. 

We all regret that because of the element of time we have been 
forced to proceed in the form we have this morning, but we feel that 
your record, together with your complete statements, will be a rather 
full picture for the committee. We certainly will do the very best 
we can to consider all of the elements. 

Personally, I thank each of you for the cooperation we have had 
in trying to get these statements into a couple of hours’ presentation. 

With that, the committee is adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 12:30 p.m. the subcommittee recessed, to reconvene 
at 10 a.m., Wednesday, March 30, 1960.) 





_~ 


Mm 


278 MINIMUM WAGE-HOUR LEGISLATION 


It is a fact that more than 90 percent of these publications serve 
communities of less than 10,000 population. One or more is published 
in practically every congressional district and most, I think you will 
agree, are particularly sensitive to the needs, the demands, the habits 
and the thinking of the people who send more than one half of the 
Members of both branches of this Congress to Washington. 

The combined circulation of these newspapers is now well in excess 
of 20 million copies every week. The accepted yardstick of measur- 
ing their readership establishes an average of three and one-half 
readers of every copy of a weekly newspaper. 

These statistics lead our industry to contend that these smalltown 
newspapers provide an important, a necessary and a requested intel- 
lectual, informational and educational service for upwards of 75 mil- 
lion Americans regularly every week. 

It seems to us, therefore, that everything possible should be done 
to perpetuate an American institution of this magnitude that per- 
forms a service so vital to almost half of this country’s population. 

Some of the provisions of H.R. 4488, it seems to us, are calenlated 
to do just the opposite. There are features of this bill that will have 
serious economic consequences to many thousands of smalltown news- 
papers, a constantly increasing percentage of whom are already 
struggling to remain in business, keep men and women gainfully 
employed and return a living wage to their owners. 

Because so many such vital smalltown business enterprises as ours 
are certain to be very seriously affected, we are, as an industry, obliged 
to disagree with the proposal for another in the series of increases in 
the minimum wage which would raise to any amount above $1, the 
per hour rate of pay of workers in firms engaged in Interstate Com- 
merce whose employees are under the jurisdiction of the wages and 
hours division of the U.S. Department of Labor. 

We acknowledge that this arbitrary position may subject us to the 
accusation of being selfish, of being hostile to normal economic prog- 
ress, or of seeking to impede improvement for working men and 
women. 

If we are selfish in this attitude it is only the sort of selfishness that 
leads one to protect his home and fireside when it is threatened: to 
fight to keep his business solvent and his means of livelihood alive. 
If we are hostile to the economic progress which this increase is be- 
lieved by some to signify, it is only because we see in this particular 
proposal for another raise in the basic minimum wage, a further 
threat to the security and stability of our business. 

We plead guilty to nothing less un-American than a desire to pro- 
tect thousands of smalltown business enterprises from the extinction 
that inevitably can follow excessive increases in the ever-mounting 
costs of doing business without compensating sources of new or addi- 
tional income to offset a higher expense load. 

It may appear to the members of this committee, and to others, 
that even a slight increase in the present statutory $1 rate is peanuts, 
as the slang phrase puts it, and should not be the object of concern. 
May I remind this committee that the business enterprises for whom 
I speak are all small businesses far less able to absorb increases in costs 
of doing business than are larger and more affluent firms. 

If this would be the sole wage increase with which we would have to 
contend should this phase of H.R. 4488 become law, we might be 
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mr less concerned. What is certain to trouble us far more seri- 
ously, however, is the progression of upward wage adjustments for 
employees in much higher wage categories that will be triggered by 
a salary hike for the lowest paid employee, for the apprentice learn- 
ing a trade, for the part-time high school student and other casual 
labor we are obliged to hire from time to time. 

In further defense of the position being taken here by the small 
town newspaper industry I would like to explain that, although we 
have, as an association, been involved in five prior discussions of the 
minimum wage level, this is only the second time that the National 
Editorial Association has appeared before a committee of Congress 
as an opponent of minimum wage legislation. 

In 1939, when a minimum of 30 cents an hour was asked for, again 
in 1945 when the request was up to the minimum of 40 cents, and a 
third time, in 1949, when an almost 100 percent hike, from 40 to 75 
cents an hour was being sought, we interposed no vigorous objection. 

In 1955, however, when it was proposed to make a still further 
increase from 75 cents to $1.25 an hour, this association was forced 
to protest with all the earnestness at its command. It was my respon- 
sibility at that time to voice the objection of the small-town weekly 
and semiweekly newspaper industry to any higher minimum wage 
than the then base of 75 cents an hour as it had been my responsibility 
on two previous occasions to assent to higher minimum wage rates. 

For obvious reasons we appear as objectors today to the higher 
rate now sought and our concern is greater. Any further increase, 
plus other corollary adjustments that will be almost mandatory 
within affected plants, added to past and future increases in every 
other cost of doing business and reconciled with selling rates of ad- 
vertising, subscriptions and printing which, in so many cases, can 
go no higher without pricing these small newspapers out of business, 
forecast a rash of unprofitable operations that could lead to extinc- 
tion for many fundamental small town businesses. 

In the foregoing comments I have tried to present the case in 
opposition to any upward revision in the present minimum wage 
rate because of the effect such increase would have on small-town 
newspapers with a circulation in excess of 4,000 copies. Newspapers 
above that circulation bracket, as you know, enjoy no exemption, are 
under the jurisdiction of the Wages and Hours Division, are restricted 
to a 40-hour week, are obliged to pay, and do pay, time and one-half 
for overtime beyond 40 hours worked weekly. 

Under the ioevalining terms of H.R. 4488 such circulation exemp- 
tions would be abolished. Every newspaper in the United States, 
regardless of its circulation, would be under the same jurisdiction and 
would be obliged to pay the same wage rates, observe the same work- 
week and pay excessive premium wage rates for extra hours worked. 
These extra hours, it should be explained, are frequently caused by 
searcity of skilled help. 

In thus removing this exemption, which has been in effect at either 
3,000 or 4,000 circulation since the law first came into existence 20 
years ago, an even more serious blow will be dealt to grassroots news- 
papers throughout the United States. And many thousands of them, 
already trying to cope with declining revenues and rising costs, will 
founder and sink. 
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In our judgment the removal of this historic exemption will have 


two quite probable results: It will (1) accelerate business failures 
throughout the small-town printing and publishing industry, or (2) 
increase mergers of small-town publications wherever practicable, 
thus still further reducing their already dwindling numbers. 

Still another in the chain of threats to the small-town newspaper 
industry implicit in the present text of H.R. 4488 appears in the pro- 
posed amendments to section 9(d) relating to suggested changes in 
existing exemptions for newspaperboys. 

These young merchants, girls as well as boys, have always hereto- 
fore enjoyed complete freedom of individual enterprise without any 
restrictions from the Fair Labor Standards Act. We see no justifi- 
cation whatsoever for making any change in this status at this or 
any other time. 

Adoption of this provision of H.R. 4488 will help no one. 

On the other hand, it will needlessly harm thousands of boys and 
girls across the country who are eager to earn a few dollars they 
realize from their profits in selling newspapers to consumers at their 
residences or on street corners. In many cases, their families can also 
use this extra income. 

What can mean the virtual extermination of the time-honored insti- 
tution of “selling papers” will also be disastrous to newspaper pub- 
lishers, daily and weekly, by dealing a crippling blow to modern dis- 
tribution methods. But newspaper publishers are not the only groups 
who think highly of the institution of newspaperboys. Others, such 
as those in welfare work, in police work, in Boy Scout work, hold 
the same views and do not hesitate to express them. They believe 
the newspaperboy business of these young retailers is healthful work, 
is excellent training at an impressionable age and is definitely a deter- 
rent to the bad habits from which juvenile delinquency so often de- 
velo 
The 23 newspaper boys and girls who are my wholesale newspaper 
customers spend not more than 2 or 3 hours 1 day a week in running 
their smal] businesses. They miss no school because they serve their 
customers after school hours. Each is an independent contractor 
whose profit is the margin between what he or she purchases papers 
from us at wholesale and sells to customers at retail. 

The ages of these enterprising youngsters varies between 10 and 16. 
Their parents approve their little businesses. In fact, they frequently 
come in and ask for routes for their children. We always have a wait- 
ing line to take over a route given up when a boy or girl becomes too 
old to sell papers. 

It should be clearly understood that we pay these boys and girls no 
wages. In most, if not all, cases, these paper routes are the first 
“businesses” in which they ever engage, giving them an experience 
and training that is generally agreed to provide a knowledge of and a 
respect for money, that helps build for future business success and is 
a foundation for future good citizens. 

Any interference with such a well-intrenched American institution 
as newspapers have become, aside from the hardship that would be 
worked on newspapers themselves, causing the withdrawal of oppor- 
tunities to embark on business careers at a tender age, for many thou- 
sands of American boys and girls, would abolish a tradition of long 
standing in American life. 
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It is common knowledge that countless leaders in the world of busi- 
ness, industry, politics, and the professions today give high credit to 
the part in their success played by the early training and business ex- 
perience they gained as newspaper boys. It is quite likely many of 
you gentlemen were helped in this way in your younger days or per- 
haps you, too, earned money for a college education or other things 
by engaging in the newspaperboy business. 

But, whether or not your familiarity with the so-called “Little Mer- 
chant” plan of newspaperboys in use to some degree in practically 
every newspaper in this country, comes from personal experience or 
hearsay, we cannot believe a full knowledge of the consequences would 
encourage you to deprive, by approving this provision of H.R. 4488, 
so many thousands of American youngsters from the opportunity of 
earning their first honest dollars. 

In closing this testimony, may I also point out that to put these 
youngsters under the regulations of the minimum wage law would 
harm rather than help their business enterprises. In the first place, 
newspapers would find it impractical to make a satisfactory record- 
keeping system if newspaperboys were governed by minimum wage 
regulations. Necessary supervision would be too expensive and un- 
pleasant misunderstandings and situations would be certain to arise. 

Secondly, a newspaperboy who delivers 100 of my papers in 2 hours 
can earn more, at 3 cents a copy, that he could at $1 an hour or even 
$1.25 an hour for the same length of time. 

A third adverse factor would affect the newspapers. Without the 
services of their carrier boys to make prompt deliveries to local resi- 
dences and places of business on publication day, circulations would 
decline, with a resulting loss in income and possible lowering effect on 
advertising rates, and, above all, the people of these communities 
would sony S satisfactorily served. 

There is no more reason, we submit, to put newspaperboys under 
such coverage than there is to similarly cover any itinerant vendor, 
book or magazine salesman, your vacuum cleaner man or any other 
door-to-door salesman. 

Finally, may I express the thanks of my colleagues across the 
country for permission to appear before your committee today. At 
the same time I express their hope your committee will give appro- 
priate weight to this appeal not to tamper with the present minimum 
wage, not to abolish the present 4,000 circulation below which small- 
town newspapers are not subject to the Fair Labor Standards Act and 
lastly maintain present exemptions for newspaperboys now in sections 
6, 7, and 12 of this act. 

Mr. Lanprum. Mr. Esters, I will be very brief, because there are 
others with questions. 

First, could you give us any figures to indicate what your increased 
cost in purchasing the raw materials for the print shop and small 
newspaper business has been since the increase in the minimum in 
1956 from 75 cents to $1? 

Mr. Esters. There have been increases in the cost of raw material, 
Mr. Chairman. I can’t tell youthe extent. I might give a percentage, 
and it would be out of the air, really. 

Mr. Lanprum. Is there any source available to you that could sup- 
ply the committee with the increase in price, for instance, of paper? 

Mr. Esters. Yes, sir; I can supply that information. 
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Mr. Lanprum. Since the time of the increase from 75 cents to $1. 

Mr. Esters. Yes; we can provide that, sir. 

Mr. Lanprum. It would be helpful, I think, if you could add any 
other figures in regard to the materials necessary to the small print- 
shop or to the small publisher. 

r. Esters. We could prepare that information and would certainly 
be very glad to submit it to the committee. 

Mr. Lanprum. Do I see from your statement the attitude that if 
this increase in wages is legislated that you will be required to increase 
your cost of advertising space and your subscription rates? 

Mr. Esters. If we can get away with it. But that is a question, 
In a great many cases our advertising selling rates now are just about 
as high as the customer can absorb. It would be quite unlikely that 
we could pass any substantial amount of increased cost. 

Mr. Lanprum. Do you have any figures that will show us what the 
average capitalization of the weekly newspaper is? 

Mr. Esters. That would vary. You mean capital stock or gross 
business ¢ 

Mr. Lanprum. Gross business. 

Mr. Esters. I would say the gross business of weekly newspapers 
might vary from between the very small units of $25,000 to $30,000 a 
year up to upward of $150,000 to $175,000. 

Mr. Lanprum. I will not belabor those points further. I come 
to the section where you are dealing with the youth question. Pres- 
ently there is in Washington—I believe it may be terminating today 
or tomorrow—a White House Youth Conference, called to discuss 
some of the problems that developed. I noted with interest a lady 
whose name [ forget from New York City who has been quite active 
in youth activities for many years, suggesting the possibility that we 
have legislated the necessity for youth completely out and that we just 
hold the youth in a state of cold storage, so to speak, in reserve until we 
wear ourselves out and then need him, and then expect him to step in 
and take over. I wonder if, as a representative of the publishing 
field, you could give us any comments, or if you are familiar with the 
statement of that lady ? 

Mr. Esters. I am not familiar with the statement. It is a little bit 
alarming to hear, I am sure. It seems to me if we make any move 
to deprive these youngsters, boys and girls, of a chance to have these 
small businesses, we are doing just the opposite of what she suggests. 

Mr. Lanprum. Aside from your specific points with regard to the 
newspaper boy and girl, with regard to the selling end that they do, 
is it possible that our child labor laws need extensive revision so that 
this spare time that the youth has available today can be more gain- 
fully occupied ? 

Mr. Esters. The only answer I can make to that, not as far as our 
interest is concerned. 

Mr. Lanprum. You would not advocate any revision in our child 
labor laws ? 

Mr. Esters. I am not familiar enough to say so, sir. I will add 
this, though. In all these smalltown operations we frequently employ 
high school students as part-time employees, and of course they all get 
the minimum wage, naturally. 
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Mr. Lanprum. I am sure as a representative of the publishing field, 
one where you are always alert to what is ire Sa you might agree 
with the fact that the youth of today have considerably more free time 
or leisure time than did the youth when you were younger. 

Mr. Esters. I agree with that, sir. 

Mr. Roosrvett. Would my good chairman yield ? 

Mr. Lanprum. Yes. 

Mr. Roosevetr. I know my children work harder today and spend 
more time at school and seem to. have more homework. 

Mr. Lanprum. Mr. Roosevelt, I don’t speak of school.. If we want 
to get into that argument, I will stay with you forever. I don’t speak 
of school. I am talking about the time that they have after school 
and what they do after school. I know it was not easy for me to 
get into mischief when I was a youngster, because I was generally 
tired when night came. The point I am making is that today they 
have so much free time, so much time from out under the supervision 
of working parents when they are footloose and fancy free. It is 
that point. I would think that the newspaper field generally could 
be of great assistance to the Members of Congress in discovering or 
helping us to discover if there is a need for revision of these child 
labor laws. I would not ask you to comment further at this time, 
and I would not ask the committee’s further indulgence because they 
have questions. 

Thank you for your statement. I recognize Mr. Roosevelt. 

Mr. Roosevetr. Mr, Esters, I have two fields I would like to ask you 
about. First, do you have any figures that you could present to the 
committee as to what the economic impact of raising it from $1 to $1.25 
would be on these newspapers of 4,000 circulation and under? What 
percentage of their expense would be affected / 

Mr. Esters. I can answer that only generally. 

Mr. Roosrvetr. You painted us a picture that this is going to drive 
them out of business and make them bankrupt. I would like to know 
how you arrive at that conclusion. 

Mr. Esters. I don’t think I was as explicit as that. 

Mr. Roosevetr. You were pretty explicit. 

Mr. Esters. I can answer in this way. Every business of this size 
with which I am familiar has been faced with a steadily declining 
net profit in the last decade. 

Mr. Roosrvett. I have not got time to go into that. 

Mr. Esters. This is another straw. 

Mr. Roosevett. But you have no percentage figures as to whether 
this would amount to one-half of 1 percent or 10 percent or 20 per- 
cent of their total expense figures. 

Mr. Ester. No. 

Mr. Roosevettr. Therefore the committee has no substantiation. 

Mr. Esrers. We will endeavor to make that substantiation if we 
ire permitted to doso. It will take some time to get that. 

_ Mr. Rooseverr. Otherwise, it is a good expression of opinion and 
isnot backed up by anything, Mr. Esters. 

To go to the next point, you have spent a great deal of your time 
here, I might say, painting a picture which in my opinion if you had 
tead the bill is completely contrary to the fact. I feel particularly 
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strongly about this because this is the same kind of on nda which 

is used over and over again to set up a straw man which just plain 

does not exist. I am talking now about the driving out of the news. 

te wig If you turn to page 12 of the bill—have you got a bill 
ore you? 

Mr. Esrers. No. 

Mr. Roosevett. Will you please give the witness a bill? I just want 
you to go over it with me to see how completely unsubstantiated the 
statements you have just made are. You treated them in general 
terms and not in specific terms. Therefore, any person who was not 
familiar with it might be misled. If you turn to page 12, on line 15, 
which is the provision that you were talking about, it says: 


The provisions of sections 6, 7, and 12 shall not apply— 
shall not apply— 


to any employee engaged in the delivery of newspapers to consumers at their 
residences. 

Those are the specific people you are talking about in this long thing 
you gave us and we have specifically exempted them. How do you 
explain that? I will goon tothe next paragraph, then. 

P. comg What is the word “otherwise”—“employee otherwise 
en ‘ 

a Roosrvett. To any employees engaged in delivering news- 
papers to their residences is what it says. There is no word “other- 
wise” in there. 

Mr. Esters. There is in the copy I have. 

Mr. Roosgvetr (reading). 

The provisions of sections 6, 7 and 12 shall not apply to any employee engaged 
in the delivery of newspapers to consumers at their residences. 

Where is the word “otherwise” ? 

Mr. Esters. In the following sentence. 

Mr. Roosrvetr. Then we go on. However, that is specific. There 
is a semicolon after that. 

Mr. Esrers. Yes. 

Mr. Rooseve.tr. Now we are talking about something else. We say: 
Provided, That section 12 shall not apply to any employee otherwise engaged in 
the delivery of newspapers to consumers when such employee is employed out 
side of school hours. 

In other words, we are taking care of the people who are employed 
outside of school hours and bringing them under the act. We are 
specifically excluding the people who are not in the school hour period. 

hen we go on and say, “outside of the school district where such em- 
ployee is living,” so we don’t go out and take child labor away from 
their school district and import them from outside, “and while he is 
so employed, and such employee is 16 years of age and over.” In 
your own testimony you tell me that the people you employ in this 
thing are 10 to 16, 

Mr. Esters. That is right. 

Mr. Roosrve.tr. So the people who are covered are 16 years of age 
or over, which means the very people you have made a plea for here 
are excused in the bill itself. 

Mr. Esters. People I said are 10 years and 16 years are my own 
employees. 
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Mr. Roosrvett. That is right. They are excluded under this bill 
as written. 

Mr. Esters. There may be older boys in other publishing com- 

anies, 
4 Mr. Roosevett. Yes, but the great plea you made so eloquently are 
the people from 10 to 16 and they are the people who will be excluded 
from the act under this bill. Yet your testimony would give every 
impression that this bill would cover the 10- to 16-year-old people 
when they are specifically excluded. This is the kind of false propa- 
ganda which is used over and over again by the kind of people who 
are basically interested in not doing a fair job for the people who are 
ng pte and have a right to try to make a living and are not getting 
a fair hving. Very frankly it gets me to the point of complete 
exacerbation. 

Mr. Bayor. Mr. Roosevelt, may I make a comment? 

Mr. Roosevert. Yes, sir. 

Mr. Bayou. The limiting of this exemption to 16 years and older 
is one thing that we oppose. The other is the limiting it to newspaper 


boys. 

Mr. Roosevett. But you didn’t talk about that in your testimony. 
You talked about the people from 10 to 16. 

Mr. Bayou. That is the principal interest, I agree with that. 

Mr. Roosevett. You must admit you gave the impression that the 
people 10 to 16 exemption was going to be lifted when it is specifically 
spelled out in the bill that it is not. 

Mr. Bayou. It is spelled out with definite limitations, however. 
Your limitation is delivery of newspapers to residences. 

Mr. Roosrvetr. That is correct. That is what Mr. Esters talked 
about, too. 

Mr. Bayou. Yes, but a great many newspaper boys sell newspapers 
at newsstands. 

Mr. Pucrinsxt. If the gentleman will yield at that point, if you will 
be good enough to look at this bill again, it says in the delivery of 
newspapers to their consumers. 

Mr. Bayou. At their residences. 

Mr. Puctnsxt. I presume that means the boy at the traffic light. 

Mr. Bayou. It does not say that. 

Mr. Roosrvetr. That is perfectly correct. 

Mr. Bayox. If a newspaperboy can be permitted to continue to do 
what they have been doing historically, that is, assisting in the dis- 
tribution of newspapers, and that includes not just the boy who carries 
it to the residence, but to the assistant, to the wholesaler, to the sales 
at newsstands and sales on street corners, we would not object to that 
point. We feel that these newspaperboys are doing something that is 
good for them, that is good for the business. We would not like to 
see that changed. 

Mr. Roosevett. In the next paragraph we cover those. So they are 
excluded, too, if you would ceed the bill. 

Mr. Bayou. We have read it, sir. 

Mr. Roosevetr. Then you must admit that they are also excluded 
by the proviso which follows. 

Mr. Bayor. Would it not be just as effective to not have this 
section ? 
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Mr. Roosrvetr. I am not sure. I basically am not very happy to 
have boys running between automobiles on the streets. Yet I became 
convinced enough so I agreed to put in that proviso to specifically 
cover the kind of objection that you come before this committee and 
make. That just is not playing the game honestly. 

Mr. Bayou. I would resent that, sir, if you don’t mind. I would 
like to register a definite resentment to that implication. ) 

Mr. Roosrve.t. That is perfectly all right, and you are entitled 
tothat. Will you explain to me why ? 

Mr. Bayou. We feel that this provision is not at all needed. It is 
not going to accomplish a thing. 

Mr. Roosrvett. That is not the point. 

Mr. Bayou. If you leave the law as it is, we would be perfectl 
satisfied, and nothing would be upset. In other words, we dont 
think this is a necessary change. The effect of it would be, at least 
as we have interpreted it, to put these children under the jurisdiction 
of the Children’s Bureau. 

Mr. Roosrvett. How do you arrive at that? That is not what the 
bill says. 

Mr. Pitti! In our conferences on this matter that is what we have 
been told would follow if this bill became law. 

Mr. Roosevett. Who told you that? 

Mr. Bayon. We have had conferences with many people. 

Mr. Roosrvetr. Who? I want to find out who is giving out this 
kind of propaganda. 

Mr. Bayou. I don’t agree it is propaganda, sir. 

Mr. Lanprum. If Mr. Roosevelt will yield, maybe we can get some- 
thing clarified here. 

Mr. Bayou. I would like to answer that one question. I don’t want 
to appear not to have answered the question. We have conferred with 
State press associations around the United States. There are many 
of them. I could name about 37 if you would like to have me call 
them off. With the Southern Newspaper Publishers, the Inland Daily 
Press Association, the American Newspaper Publishers Association. 
These are some of the people that we talked to. 

Mr. Roosrvett. In other words, what you are basically fighting is 
the increase from $1 to $1.25. Then, if you can stir up some sym- 
pathy 

Mr. Bayou. No, sir. That is one of the points we are fighting. 

Mr. Roosrvett. Isn’t that the most important point? 

Mr. Bayou. That is a very important one, but not necessarily the 
most important. We are firmly convinced that is important. 

Mr. Roosnvetr. I can assure you, gentlemen, so that we have a clear 
understanding, that this bill at no time in any way intends to cover 
the newspaperboys, as you call them, independent merchants, and I 
would agree, from 10 to 16, provided they are in their own school dis- 
tricts and provided that they are taken care of by the rest of the 
previous child labor provisions of the act. If we fully understand 
that, then let us never go ahead and get out this sad story in the 
future. ¢ 

Mr. Lanprum. Mr. Roosevelt, would you yield? 

Mr. Roosrvett. Yes. 
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Mr. Lanprum. Let us see if there is perhaps a misunderstanding 
here that could be clarified. In the first part of paragraph (d) of the 
bill, which you read, it says that the provisions of section 6, 7 and 
12 shall not apply; 6 deals with minimum wages; 7 deals with maxi- 
mum hours; 12 deals with child labor. 

Mr. Roosevetr. That is right. ha 

Mr. Lanprum. In the next proviso you make a special provision 
there with regard to the provisions in section 12 not applying. That 
section 12 deals only with the penalties that would be inflicted upon 
the violator for the use of child labor. It is entirely possible that 
the way the bill is written has confused or caused confusion on the 
part of Mr. Esters and his advisers, since you did not say that sec- 
tions 6 and 7 in the part dealing with section 12 means that sections 
6 and 7, maximum hours and minimum wages, shall apply. It was in 
that light that I thought the gentleman intended his statement. I 
just can’t believe that they would misread so completely the provi- 
sions of the bill. I think they believe because you did not name sec- 
tions 6 and 7 in the second proviso that you meant minimum wages 
and maximum hours to apply in that instance. 

Mr. Roosrvetr. Let us accept it on that point. Let us make it very 
clear so it is in the record and can’t be controverted, that we are not 
talking at any time about these particular boys about which you have 
testified. I think that is all, Mr. Chairman. 

Mr. Pucrnsxt. On this point, Mr. Chairman, I want to ask the 
gentleman from California a question. 

Mr. Lanprum. Very well. 

Mr. Pucrnskt. I was wondering if perhaps the confusion does not 
arise from this wording. While I am sure you meant to exclude 
newspaper delivery boys from the bill, I wonder if the language for 
the school district where such employee is living, perhaps that is 
where the confusion arises. I can see where, for instance, my neigh- 
bor might be living in a particular high school district, but he might 
have a corner where he is selling papers which might be 4 blocks 
away from the school district, and perhaps we ought to make some 
attempt to clarify that particular language. If you take the large 
cities—I don’t know what the situation is in the small cities—we 
have our school districts laid out. I can conceivably see where a 
youngster might be working 4 or 5 or 6 blocks from his school district 
and under this language he might be included. So perhaps when we 
get down to the writing of the actual bill we might give that language 
greater clarification. 

Mr. Lanprum. Let us consider that when we get into executive 
session. 

Mr. Pucrnskt. Is this the point you were worrying about ? 

Mr. Bayou. That is one of the points, yes, sir. 

Mr. Lanprum. Mr. Ayers. 

Mr. Ayers. I have no questions. 

Mr. Lanprum. Mr. Dent. 

Mr. Denr. I just want to say that I started out pretty much a 
businessman at the age of 7 with a little newspaper route and worked 
my way up to where I owned a weekly and I found out after I 
owned it for a while I was spelling the word wrong. It was “weakly” 
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instead of “weekly,” because it turned out to be very “weakly” when 
it came to making money. 

I want to say to you that I think I speak at least for the commit- 
tee members, and I have talked to all of them, and this question of 
the newspaper boy and girl has been talked over. I want to agree 
with Congressman Roosevelt that at no time was it the intention to 
bring them under the act. I think all of us know the relationship 
under the contract agreement between a newspaperboy and a news- 
paper. However, there are other problems in here that affect you and 
as far as I can see from talking to the members, you are going to get 
very serious consideration on all of the problems that atfect you. I 
can understand Mr. Roosevelt’s enthusiasm when he gets into this 
picture, because most of the protestants that come before us some- 
times go a little bit afield in their interpretation of the act, and make 
it look a lot worse than what he really intended. I think what he is 
driving at is a picture that even you folks in the newspaper field will 
probably agree with on the ultimate result of our Fi th ine here. 

I want. to personally thank you for coming here and giving us the 
benefit of your observations. 

That is al] I have to say. 

Mr. Lanprum. Mr. Pucinski. 

Mr. Puctnsxi. Mr. Esters, I share the views of both Mr. Roosevelt 
and Mr. Dent. I don’t think this legislation by the widest stretch 
of the imagination was intended or is intended to get at the so-called 
little merchant. I agree with Mr. Roosevelt that when you base a 
large share of your testimony today on the impression that these 
men in Congress are trying to drive the little fellow who picks up a 
few dollars a week out of business, certainly this is an emotional 
thing that might very well arouse many people throughout the coun- 
try. I am sure this language will be tightened up so that we make 
sure we don’t affect these little merchants. 

I was wondering, has your organization made any effort aside from 
the newspaperboy to ascertain how many employees in these 9,000 
are affected? You speak only for the small papers. 

Mr. Esters. Yes. 

Mr. Puctnsxi. In your particular category, do you estimate how 
many would be affected if the minimum were raised to $1.25? 

Mr. Esters. It would be largely confined to part-time employees 
in most businesses. There will be some in individual businesses, but 
the part-time high school boy or the apprentice or the casual laborer 
is where the impact will be felt most. 

Mr. Puctnskt. Do you have any idea how many in numbers? 

Mr. Esters. We have no statistics. 

Mr. Puctnsk1. You made no effort to find out how many of the 
9,000 employers’ employees are not receiving $1.25, have you? 

Mr. Esters. None of them with circulations under 4,000 are receiv- 
ing that money. 

r. Pucrnsxt. Sir? 

Mr. Esrers. I didn’t understand your question. 

Mr. Pucrnsk1. I said you made no effort to ascertain from your 
membership how many of their employees are not now receiving $1.25 
an hour? 

Mr. Esters. No, we have not. 
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Mr. Pucrnsxr. That being the case, I don’t quite understand how 
you come to the conclusion that this would be as disastrous on your 
industry as you claim. 

Mr. Esters. The conclusion is a general one, and based, as I said 
before, the declining net of every operation of this size. I can speak 
accurately for only one operation, and that is my own. Whereas 10 
years ago I had a 4 percent profit, last year I lost 8 percent. We are 
going down all the time. All these additional increases in costs are 
due to this. 

Mr. Pucrnskr. Did you lose that as a result of any salary increases 
in your institution, or was it because of the constantly mounting cost 
of newsprint ? 

Mr. Esters. No. The constantly mounting increase of all costs of 
doing business, newsprint as well as labor. 

Mr. Pucrnsxr. Have you ever made any effort to find out what per- 
centage of that increase in the cost of operation in the publishing field 
is attributed to increases in salary 4 

Mr. Esrers. No, not a specific instance. 

Mr. Pucrnsxr. Would you say that the highest factor or that the 
most significant factor in this constantly rising cost of publishing can 
be attributed to increases in salaries ? 

Mr. Esrers. It is increases in salary. It is also increases in cost of 
raw material. 

Mr. Puctnsxt. That is what I am trying to find out. 

Mr. Esrers. I can’t differentiate. I don’t know what the percentage 
would be. I know they are both increasing. 

Mr. Puctnsxt. Earlier a question was asked here as to the cost of 
raw material. I rather recall that back in 1950 you were paying for 
newsprint I believe in the vicinity of $40 a ton. 

Mr. Esrers. Exactly. 

Mr. Puctrnsxt. I think it was slightly under $40 a ton. 

Mr. Esrers. That is right. 

Mr. Puctnsxi. You are paying today $130 and when there is a 
pinch you have to go into a little higher bracket, don’t you? 

Mr. Esters. That is right. 

Mr. Pucinsxr. That would represent in 20 years an increase of 
some 250 percent, I believe. 

Mr. Esrers. Yes. 

Mr. Puctnsxt. That is, in the costs of newsprint. Would you say 
there has been a comparable increase in wages in your profession ? 

Mr. Esrers. Not to that extent, but there has been an increase. 
teal percent. There would not be a business if it had been as bad 
as that. 

Mr. Pucrnsx1. What has your association done, if anything, to 
meet this constantly rising cost of newsprint which has, I believe the 
record will show, been the greatest contributing factor to your losses 
in net profit ? 

_ Mr. Esters. Did you ask me what we have done to prevent that 
increase in cost of newsprint? 

Mr. Puctnsx1. What have you done to offset this?) Have you made 
any efforts to find new markets of newsprint, or have you made any 
efforts to find more modern production methods? Have you done 
anything? 
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Mr. Esters. There is a great deal of modern methods being applied 
to small town operations today. That is inspired by a desire to 
away from those increased costs. As far as getting any lower price 
for newsprint is concerned, that is in the province of the mills and 
out of our control. 

Mr. Pvucrnsxt. You are just the victims of it. 

Mr. Ester. That is right. 

Mr. Pvctnsx1. Do you see any breakthrough on that high cost of 
newsprint ¢ 

Mr. Ester. Unfortunately I don’t. 

Mr. Pucrnsxt. That is very disturbing and distressing to me. Ac 
tually the fact remains that the working people in the profession 
have really been to a great extent carrying the load of this increased 
cost of newsprint, haven’t they ? 

Mr. Ester. I don’t think that is a fair statement. Again I have 
to refer to my own operation. My employees’ salaries vary from 
$1.60 an hour to $2, and for time and a half more than that. That 
has been gradually increasing over the past few years. 

Mr. Pucrnsxi. Certainly nowhere in proportion to the ratio of 
increase in the cost of raw material. 

Mr. Esters. No. If it had been, I would be out of business. 

Mr. Puctnsxi. I notice one thing in your statement, on page 3. 
You said you had been before Congress in 1939 and 1945 and 1949 
when the minimums had been progressively increased, and you inter. 
posed no vigorous objection. I wonder if you would be good enough 
to tell us what effect, if anything, did these minimum increases have 
on your industry ¢ 

Mr. Esters. We couldn’t see that the effect would be great enough 
to be concerned about at that time. That was quite a few years ago. 

Mr. Puctnsxt. Why do you feel that an increase at this time would 
have any other effect than the three previous increases 4 

Mr. Esters. In the first place, it is disproportionate. It is greater 
than the percentage was the last time. 

Mr. Puctnsxt. Not in 1949. In 1949 when an almost 100 percent 
hike from 40 to 75 cents occurred. 

Mr. Esrers. You have to qualify that and say that this is another 
straw on top of every other increase we have to pay for. It is rela 
tive, really. 

Mr. Dent. Mr. Pucinski, I was going to say, not to try to bail any- 
body out or anything, but there has been such a thing as TV and radio 
in this last generation growing into a pretty formidable competitor 
for advertising selling. 

Mr. Pucrnsxt. I don’t think that the newspaper profession is ready 
to admit that TV is giving them any real serious competitive prob- 
lems because I see these very convincing ads that newspapers are still 
the most effective form of advertising. 

Mr. Bayou. There is no question about it. 

Mr. Esters. We contend that. 

Mr. Dent. You still contend you have very tough competition! 

Mr. Bayou. Indeed so. 

Mr. Pucrnsxi. I think your testimony other than the statement 
you made about the delivery boys has bom very helpful. I know 
from personal experience that you have some pretty serious prob 
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lems in the newspaper profession, and I also feel very strongly that 
Congress must be mindful of the fact that if we are going to retain 
freedom in this country we have to have a free press. I am very 
interested in your testimony, and I will take it very seriously into 
consideration when we write the bill. 

Mr. Esters. I appreciate those comments. 

Mr. Denv. He is a newspaperman for 20 years, so he is making 
sure there is a door open. 

Mr. Esrers. So are you, apparently. 

Mr. Dent. Yes; but I was a lousy one. I lost money. 

Mr. Lanprum. Thank you, Mr. Esters. 

Mr. Esters. Thank you, sir. 

Mr. Lanprum. The next witness is Mr. Max Greenberg, president 
of the Retail, Wholesale & Department Store Union, AFL-CIO. 


STATEMENT OF MAX GREENBERG, PRESIDENT, RETAIL, WHOLE- 
SALE & DEPARTMENT STORE UNION, AFL-CIO 


Mr. Greenserc. Thank you, sir. 

Mr. Lanprum. I have been going through your statement here, and 
you indicated that you might consume more time than we have avail- 
able to us. I wonder if you would have objection to inserting the 
complete statement, and summarizing, and then providing an op- 
portunity for the members of the committee to interrogate you, so 
that we would not run over our time. 

Mr. Greenserc. I have no objection, Mr. Chairman, if the other 
members of the committee are familiar with it. 

Mr. Lanprum. They will be. You think these statements are not 
read, but I can assure you they are. 

Mr. Greensera. I didn’t infer that. Would you have any objec- 
tion, Mr. Chairman, to hearing from a couple of our girls who came? 

Mr. Lanprum. I understood that would be a part of your pres- 
entation, that you would summarize and present them, and then the 
three of you will submit to interrogation. 

Mr. Greenserc. That is not prepared. They have very short 
statements, 

Mr. Lanprum. It would expedite the matter for us and give a better 
opportunity for some questions that may be in the minds of the 
committee. If you will proceed with your summary, we will insert 
the complete statement in the record, and then at whatever point you 
want to present your associates, you may do so. 

Mr. Greenserc. That is fine. I don’t have any particular sum- 
mary. I think the statement is fairly comprehensive. I would be 
very happy to submit to any questions. I would like for the com- 
mittee to hear from both of the ladies, and then we are at your 
disposal. 

Mr. Lanprum. Very well. 

(The statement referred to follows:) 


STATEMENT OF MAx GREENBERG, PRESIDENT, RETAIL, WHOLESALE & DEPARTMENT 
SrorE Union, AFL-CIO 


Congressman Landrum and members of this subcommittee, my name is Max 
Greenberg. I am the president of the Retail, Wholesale & Department Store 
Union, AFL-CIO. I am accompanied here this morning by the Washington 
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representative of our union, Mr. Kenneth A. Meiklejohn, and the editor of our 
union newspaper, the RWDSU Record, Mr. Max Steinbock. Later in my testi- 
mony, and as a part of it, I would also like to present to the subcommittee two 
members of our union, one from Alabama and the other from Indiana, who will 
be able to tell you from personal experience something about the importance 
of making changes in the Fair Labor Standards Act that will bring retail work- 
ers under the protection of the act. 

Mr. Chairman, I appreciate very much this opportunity to give you the views 
of my union on the urgent need for legislation to extend the coverage of the 
Fair Labor Standards Act to retail and other workers now denied Federal 
minimum wage and maximum hours protection and to raise the minimum wage 
under the act to at least $1.25 an hour. We strongly favor Congressman James 
Roosevelt’s bill, H.R. 4488, and urge that everything possible be done to achieve 
its enactment at this session of the Congress. 

The more than 160,000 members of the Retail, Wholesale & Department Store 
Union are very much interested in this legislation because retail workers consti- 
tute the largest group of workers who are presently excluded from the protection 
of the minimum wage and maximum hours standards provided for in the act. 
From the time the act was passed in 1938 retail workers have been excluded 
from the coverage of the act and in addition have been specifically exempted 
from the act. We think it is high time that this injustice to the people who work 
at low wages in large department, variety, and chain retail stores be ended and 
that these people be given the same protection that millions of workers in other 
interstate industries have long enjoyed under the act. 

As a member union of the AFL-CIO Joint Minimum Wage Committee, we 
firmly support raising the minimum wage under the Fair Labor Standards Aet 
from its present level of $1 an hour to at least $1.25 an hour. We also support 
extension of the act’s protection to other groups now denied this protection, such 
as workers employed by the large hotel and restaurant chains, laundry and 
cleaning enterprises that service predominantly commercial customers, telephone 
workers in small telephone exchanges, persons employed in agricultural and sea- 
food processing operations, seamen, transit workers, and logging employees who 
cut pulpwood for large wood product manufacturers. 

I do not intend at this time to make any lengthy presentation of our reasons 
for believing that all available objective facts and figures conclusively support 
extension of the coverage of the act to retail and other workers and establish- 
ment of the $1.25 an hour minimum wage. President Meany of the American 
Federation of Labor and Congress of Industrial Organizations, with which our 
union is affiliated, has presented to you the viewpoint of the labor movement 
on the legislation that is pending before you. We support his position and re 
emphasize it in the strongest possible terms, particularly as it applies to cover- 
age for retail workers. 

The Retail, Wholesale & Department Store Union has appeared before this 
subcommittee on previous occasions and presented detailed information in sup- 
port of our contention that extension of coverage of the Fair Labor Standards 
Act to retail workers is long overdue and that the unfair and unjust exclusion 
of these workers from the protection of the act should be speedily remedied. Mr, 
Meiklejohn, who is here with me today, testified before you at considerable 
length during your hearings in 1957, and I ask you to study our testimony in 
previous hearings carefully and, if it is appropriate, that you incorporate it 
by reference in the record of these hearings that you are presently conducting. 

In the interest of saving time and expediting these hearings, I shall not re 
peat the detailed presentation submitted on our behalf in previous hearings. It 
is my opinion that this subcommittee—to say nothing about Congress as a 
whole—has been long on hearings and short on action when it comes to im- 
proving and extending even the very minimum wage and hour standards in 
cluded in the Fair Labor Standards Act. This subcommittee spent the entire 
year of 1957 in holding hearings in Washington and at various places through- 
out the United States on proposals to amend the Fair Labor Standards Act. 
Yet, despite the exhaustive study this subcommittee has given to the subject, no 
legislation to improve the act has even been reported by the subcommittee to 
the full House Education and Labor Committee, let alone by the full committee 
to the House. 

It is my hope, Mr. Chairman, that you and the members of your subcommit- 
tee will not allow these hearings to be prolonged to such an extent that there 
will not be time to work out fair, constructive and well-considered legislation 
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to extend minimum wage and maximum hours protection to retail and other 
workers who need it very badly and to raise the minimum wage from its present 
wholly inadequate level of $1 an hour at least to $1.25 an hour. We urge you 
to make these hearings brief and to the point. And we urge you to get to work 
on drafting legislation at the earliest practicable moment. 

In that spirit, I would simply like at this time to summarize the case we 
have been making during the past 6 years on the need for extending the coverage 
of the Fair Labor Standards Act to retail workers. In addition, I will try to 
answer the principal arguments that are usually made against such legislation. 
Also, as I have already mentioned, I would like to ask the subcommittee to 
hear something about the problem of retail workers at first hand. 

With the subcommittee’s permission, perhaps it would be best if I presented 
to you at this time two of our members, one from Alabama and one from In- 
diana, whom we would like you to listen to for a few moments each. They have 
brief statements and will be glad to answer your questions if they can. We 
would appreciate any consideration you can give them. They typify the people 
whose welfare, to a very considerable extent, you hold in your hand as you 
study and act upon this legislation. After they have finished I would like to 
make some additional brief remarks. 

The Retail, Wholesale and Department Store Union is one of 22 AFL—CIO 
Unions that have formed the AFL-CIO Joint Minimum Wage Committee to 
carry out a coordinated legislative effort in this important area. With your 
permission I would like to submit, for the record, a list of these organizations: 

This committee includes many unions, like our own, that are primarily con- 
cerned with the coverage problem, and others that are primarily interested in 
raising the minimum wage. 

In previous years, some of these unions worked for a common program, while 
others had their own special bills which they advocated. This year, however, we 
are all united—the unions that are primarily interested in coverage and the 
unions that are primarily interested in increasing the minimum wage—in sup- 
porting a single program. 

That program is contained in legislative proposals that are generally similar 
to those included in H.R. 4488, the Roosevelt bill. We support—and we urge the 
prompt enactment of—the provisions of this bill, not only those that would ex- 
tend the act’s coverage to employees of retail enterprises whose sales amount 
to $500,000 or more annually and to workers in other presently excluded indus- 
tries, but also those provisions that would raise the minimum wage for em- 
ployees in low-wage industries to at least $1.25 an hour. Both of these objec- 
tives are of great importance to the well-being of the workers of this country 
and to the economic health and stability of the Nation. 

If H.R. 4488 is enacted, about 4,656,000 retail workers would be brought under 
the protection of the act. The Department of Labor has estimated that there 
are some 7,050,000 wage and salary workers in retail trade who are presently 
excluded from the protection of the Fair Labor Standards Act. Thus, this bill 
does not cover all, but only some, retail workers. Only the employees of the 
larger retail enterprises, such as the giant chain, department, variety and other 
retail enterprises having annual gross sales of not less than $500,000 or doing 
business with industrial or commercial, as distinguished from domestic, consum- 
ers to the extent of at least $50,000 annually, would be brought under the pro- 
tection of the Fair Labor Standards Act. 

Retail workers who are employed by small retail enterprises and the so-called 
“mom and pop” stores—which are retail stores in which the only employees are 
the owner of the enterprise and the parents, spouse, or children of the owner— 
would continue to be excluded from the act by specific provisions incorporated in 
the bill. While we believe this is a defect in the bill from the standpoint of the 
more than 2,394,000 retail workers employed in these small stores, who are cer- 
tainly as much entitled to the protection of the act as any other workers on 
the basis of considerations of economic need and justice, we are, however, pre- 
pared to accept the limitations imposed by the bill on the basis of satisfying the 
needs of the majority of retail employees. 

The retail workers who would benefit from the enactment of H.R. 4488 com- 
prise one of the largest groups of low-paid workers in our economy. The De- 
partment of Labor’s October 1956 study of wages in retailing—which is the latest 
we had available—indicated that about 611,000 retail employees, or about 10 
percent of the total, had earnings of less than $0.75 an hour, and that 1,588,000, 
or 26 percent of the total, had earnings of less than $1 an hour. The same study 
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indicated that about 3,044,000 retail workers, or 50 percent of the total were 
then earning less than $1.25 an hour. 

But even the figures I have just enumerated do not tell the whole story of 
the need of retail workers for protection under the Fair Labor Standards Act, 
The largest number and percentage of low-wage workers are found in variety, 
drug, and proprietary, grocery, department, and apparel and accessories stores, 
The 1956 survey showed that these retail enterprises, which include most of 
the giant distribution systems, including the great chain retail networks, em- 
ployed 3,333,000 or more than half, of all retail employees. 

The survey showed the following: 


TABLE 1.—Percentage of employees receiving less than specified hourly earnings 

















Hourly rate 
Type of enterprise 
$0.75 $1.00 | $1.25 
Variety stores__. ere bye 35 | 7 91 
Drugstores ____-_- : 24 | 49 69 
Department stores. Mindset ‘ r=: WER © Y bet Se By 6 | 26 | 59 
Apparel and accessories stores...........--..------+.---.---.-- 10 30 | 57 
Food stores—the big, tremendous supermarkets__.___......_-- 11 26 | 48 





Appreciable percentages of the employees of these enterprises earned less than 
$0.50 an hour in October 1956. 

It is commonly believed the figures I just quoted you are for one section of 
the retail industry and in other branches of the retail industry, such as building 
materials and farm equipment dealers, gasoline service stations and automotive 
dealers, and furniture, home furnishings, and appliance stores, wages are sub- 
stantially higher than in the types of stores I have just discussed. However, we 
find that even in these stores, which employed about 1,917,000, or nearly one- 
third of all retail workers, substantial numbers of workers received low wages. 

The 1956 wage survey indicated the following: 


Tas_e 2.—Percentage of employees receiving less than specified hourly earnings 





Hourly earnings 














| 
Type of enterprise ot — , 
| $0.75 $1 | $1.25 
| 
Building materials and farm equipment dealers___-_-__.-------- 4 13 | 35 
Gasoline service stations and automotive dealers_-_____._--.--- 6 17 | 39 
Furniture, homefurnishings, and appliance stores. --......---- 4 14 | 35 





I refer to the furniture and homefurnishings and appliance stores: They are 
not dealing in 25-cent items. They are selling freezers, furniture, bedding, ete. 
When they make a sale it often runs into hundreds of dollars. Yet we find even 
in these businesses that 4 percent receive less than 75 cents an hour, 14 percent 
receive less than $1 an hour, and 35 percent receive less than $1.25 an hour. 

As can be seen from these figures, however, even in these branches of the 
retail industry, extension of coverage would provide substantial needed protec- 
tion to many workers. 

We also find that those stores which pay the lowest wages use the greatest 
amount of part-time employees. Thus, in October 1956, we find that 39 percent 
of the workers in variety stores and drug and proprietary stores worked part 
time. Thirty-one percent of those in food stores and in apparel and accessory 
stores worked part time, and 20 percent of all department store workers were 
part-time employees. 

On the other hand, we find that in the industries which paid a little more 
money, many employees were compelled to work more than 40 hours a week 
without overtime pay. So that in October 1956, we find that 40 percent of the 
workers employed by building materials and farm equipment dealers, and 48 
percent of those employed by automotive dealers and gasoline stations, and more 
than 30 percent of those employed by furniture, homefurnishings, and appliance 
stores worked 48 hours or more per week with no overtime pay. 
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Thus, we find that it is the workers in the lower-paying stores who most need 
the protection of coverage under the minimum wage section of the Fair Labor 
Standards Act, and it is the workers in the other sections of the retail industry 
who are in special need of the protection the act affords against long hours of 
work without overtime pay. 

All retail workers, of course, are affected by the loss of purchasing power that 
has resulted from the steadily rising cost of living. As is well known, the 
Bureau of Labor Statistics cost-of-living index has been rising steadily in recent 
years and currently stands at an all-time high. Indeed, the present high cost 
of living probably affects retail workers more than most other groups of workers, 
because the wages of most other workers have risen much more rapidly and to 
substantially higher levels than those of retail workers. 

The fact that average hourly earnings of production workers are more than 
one-third higher than the average hourly earnings of retail workers is a com- 
plete reversal of the situation that prevail in 1938 when the Fair Labor 
Standards Act was passed. At that time, average hourly earnings of retail 
workers were higher than those of production workers. Thus, both absolutely 
and relatively, the need of retail workers for protection under the act has steadily 
become more serious and urgent. 

This need can no longer be ignored by Congress. It should be met squarely 
and forthrightly at the earliest possible moment. 

Mr. Chairman, there are three principal arguments which opponents of exten- 
sion of coverage to retail workers make in support of their position. 

The first of these arguments is that retailing is not an interstate industry and 
is not, therefore, a proper subject of regulation by Congress. This argument 
contends that the regulation of minimum wages and maximum hours of retail 
workers should be left to the States. 

The fact is that the States have had more than 20 years since 1938, when the 
Fair Labor Standards Act was passed, in which to enact and put into effect 
minimum wage and maximum hours regulations applicable to retail workers. 
Yet with the exception of a few States, the States have completely failed to do 
so. Most retail workers are still not covered by any effective minimum wage or 
maximum hours regulation. 

It is only fair to point out that this is due, in no small degree, to the fact that 
the same people who argue that minimum wage and maximum hours regulation 
in retailing is a State, not a Federal function, also bitterly oppose State 
legislation. 

Of course, the workers that are represented by our union, and by other unions 
in the retail field, are protected to a substantial extent by the standards written 
into the collective bargaining agreements under which they are employed. But 
it is obvious, Mr. Chairman, that our efforts to write decent standards into our 
contracts are severely handicapped by the fact that retail workers generally 
have no legal minimum wage or maximum hours protection, and consequently 
receive lower wages than any other workers in our economy. 

There is also another answer to the argument that the Congress should not 
undertake to regulate the minimum wage and maximum hours of retail workers. 
I submit, Mr. Chairman, that it has many times been decided by Congress—and 
the Congress’ actions in such instances have been upheld by the courts—that 
enterprises that affect interstate commerce are proper subjects for Congress to 
regulate where a need exists—such as the low wages and inadequate living 
standards of many retail workers. 

Under H.R. 4488, the Fair Labor Standards Act would apply to the employees 
of a retail enterprise only if the annual gross sales of such enterprise exceed 
$500,000 or if at least $50,000 worth of its sales is made to industrial or com- 
mercial customers, as distinguished from ultimate consumers. 

Can anyone fairly contend that an enterprise that does a business of $500,000 
annually does not affect interstate commerce? Or that when a substantial part 
of its business serves industrial or commercial customers, its operations do not 
affect interstate commerce? The National Labor Relations Board has already 
adopted and applied a test of $500,000 annual sales as the yardstick for deter- 
mining whether it will exercise jurisdiction in labor disputes involving retail es- 
tablishments under the Taft-Hartley Act. Congress itself reaffirmed this yard- 
stick when it passed the Labor-Management Reporting and Disclosure Act last 
year. The “no man’s land” provision of that act compels the Labor Board to 
handle labor disputes involving retail employers that meet the $500,000 sales 
yardstick. Thus, such legislation is supported by both precedent and example. 
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It is perhaps worth repeating at this point—and this is one of the arguments 
thrown in our face year after year—that this bill will not affect small business, 
Retail businesses with sales of less than $500,000 a year are not affected by this 
bill. Nor are retail businesses in which the only employees are the owner of 
the business and his parents, spouse, or children. A provision of the bill speci- 
fically exempts these so-called mom-and-pop stores. And maybe it is about time 
the chambers of commerce stopped shedding crocodile tears for these “mom and 
pop” stores, because I think you will be interested, Mr. Chairman, to know that, 
in our experience in organizing these small “mom and pop” stores, we have no 
problems with wages. They pay the highest rates of pay because, in order for 
them to exist and compete against the big stores, they seek out, select and pay 
for the most competent help. And competent help does not fit into the category 
of a dollar or a dollar and a quarter an hour. 

. So we have no problems in small stores, in the “mom and pop” store; if they 
employ one or two salespeople, generally these are highly competent and ex- 
perienced people who can demand and get proper salaries. 

It is also argued that application of minimum wage and maximum hours 
standards in retail enterprises will subject these enterprises to undue hardships 
and will result in loss of jobs for retail workers and higher prices for consumers, 
These arguments are equally without foundation. 

Can anyone seriously believe, Mr. Chairman, that it would be an undue hard- 
ship for concerns like F.W. Woolworth Co., J.J. Newberry Co., J. C. Penney Co, 
Sears, Roebuck & Co., Montgomery Ward, Safeway Stores, Lerner Stores Corp., 
Walgreen Co., R. H. Macy Co., and so forth, to be compelled by law to meet 
decent minimum wage and maximum hours standards? I do not think so. If 
you will refer to our previous testimony, you will find that these companies and 
others like them are among the giants of American industry and will be the 
ones principally affected by H.R. 4488. 

It has already been shown that application of the minimu mwage to workers 
in the retail industry should have hardly any impact on the prices of goods sold 
in retail stores. In 1956, a special staff study prepared for this subcommittee 
by Dr. Fred H. Blum of the University of Minnesota, estimated that no more 
than one-half of 1 percent increase in selling prices would absorb the full amount 
of the increased cost of doing business in the retail industry as a whole if this 
industry is brought under the minimum wage. 

An even smaller impact can be expected today as a result of today’s generally 
higher wage levels and increased production. Certainly, the giant enterprises 
that dominate the retail distribution industry ought to be able to adjust without 
undue hardship or dislocation of employment to an increase in costs that, 
measured in terms of sales, may amount to less than one-half of 1 percent. 

Such an increase cannot, I submit, be regarded as inflationary by any reason- 
able standard. The small increase in costs that would result from enacting 
H.R. 4488 will mean greater purchasing power in the paychecks of more than 2 
million low-paid retail workers. These workers need this increased purchasing 
power to buy food, clothing, and other necessities they sorely lack today. They 
will not—they could not even if they wanted to—save the extra dollars that 
coverage will bring them because even these extra dollars will leave them short 
of the earnings they need to achieve a decent level of living according to Ameri- 
can standards. 

Mr. Chairman, we reject the idea that the Nation can be spared the dangers 
of inflation only at the expense of inadequate purchasing power in the hands of 
the lowest paid of our citizens. It is not inflationary to make sure that people 
have enough income to enable them to achieve a minimum standard of living 
necessary for health, efficiency, and general well-being. 

There is another area with which I would like to deal before concluding. 
From time to time retail industry spokesmen have talked about low productivity 
in retail stores, about high turnover in employment, and about the fact that many 
retail employees are housewives who are earning a little extra pin money and 
have little or no stake in their jobs. I think that all of these problems are re- 
lated to the fact that the retail industry does not come under the protection of 
the Fair Labor Standards Act. 

Retail stores, particularly the large department and variety stores, have made 
an adjustment to the problems of productivity. Certainly it is true that you 
cannot mechaniz? or automatize a retail establishment, but the fact is that other 
steps have been taken to reduce wage costs or at least to keep them from increas- 
‘ing as other industries’ wage costs have increased. Thus we see in the retail 
industry a growing trend to self-service and the supermarket type of operation, 
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even in the stores which do not handle food. Large departments in variety 
stores are handled by one or two girls. We know of cases where departments with 
a volume of $300,000 a year are manned by two employees whose total wages 
for the year are under $4,000. 

Related to this question of productivity is the issue of part-time employees. 
The use of part-timers is growing constantly and ironically enough the retail 
companies save on part-timers in two ways; first, part-timers are usually em- 
ployed at the minimum hourly rate which as you already know all too often is 
less than $1 an hour; secondly, these part-timers are employed during peak 
business periods. A typical part-timer will work the evening that the store is 
open and all day Saturday, or will come in for the busy afternoons. The result 
of this is that department stores and variety stores get more productivity out 
of part-timers than they would if they had to employ an equal number of people 
full time and their wage bill is considerably less too. 

As for the pin money argument, I think that any of you gentlemen who have 
been in a department or variety store particularly during the weeks before 
Christmas or on other busy shopping days must agree that no one would work 
on such a job unless she had to. In many cases these employees are housewives 
who eek out their husbands’ earnings by working locally in the only jobs they can 
get which would permit them to be home with the children at least part of the 
day. There are all too many cases where a husband comes home from work 
and has to take care of the household duties while his wife goes out to work in the 
local shopping center or five and dime store. To deny these part-time employees 
the protection of the Fair Labor Standards Act is just as cruel as it would be to 
deny the full-time breadwinner that protection. 

If anything, a higher wage rate should be set for part-timers than for regular 
employees since they are deprived of many of the benefits and advantages that 
full-time employees enjoy. But we are not asking for that—all we are asking is 
that the protection of the Fair Labor Standards Act be extended to them in 
exactly the same way as it is extended to the 24 million workers now covered 
by the law. 

Mr. Chairman, we submit that the time for correction of this inequity is long 
overdue. Retail workers have been denied a floor under their wages and a 
ceiling on their hours for 22 years. They have been denied this protection on 
the basis of the misrepresentation that retail business is local in nature and does 
not require Federal supervision. I don’t believe that this was true in 1938 
when there were already many giant firms in the retail industry and certainly 
it is even less true today when the trend toward consolidation and merger of 
retail businesses is moving ahead faster than ever. 

Throughout the length and breadth of the United States you can find many 
towns and small cities where practically all the retail business is done by units 
of giant chains and by other large retail enterprises. The day of the “mom and 
pop” stores is nearly over. In any case, we are not seeking coverage for em- 
ployees of such stores and they are specifically excluded under the provisions of 
H.R. 4488. 

Mr. Chairman, we are asking for simple justice for retail employees and the 
other workers now denied the protection of the Fair Labor Standards Act. I 
urge as strongly as I know how that you proceed as quickly as possible to extend 
this protection to the people who sorely need it. 

Again, Mr. Chairman, may I express our appreciation for this opportunity to 
present to you the views of the Retail, Wholesale, and Department Store Union 
on this legislation. 


Mr. Dent. Will you put on the record the position of your organ- 
ization ? 

Mr. Greenperc. I would be happy to. For the record I suppose I 
should indicate that my name is Max Greenberg. I am the president 
of the Retail, Wholesale, and Department Store Union, AFL-CIO. 
With me this morning are Mr. Kenneth A. Meiklejohn, who is our 
Washington representative, and Mr. Max Steinbock, who is the editor 
of the international paper, the RWDSU Record. I also have with 
me two members of our union, Mrs. Dorothy Bammerlin, who is a 
member of local 188 out of South Bend, Ind., and Miss Evelyn 
Twilley, who is a member of local 506 in Gadsden, Ala., who will pre- 
sent very brief statements before the committee. 
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Our position is that we support the position taken by Mr. George 
Meany, president of the AFL-CIO. We support completely and we 
strongly favor the enactment of Congressman Roosevelt’s bill, H.R. 
4488. e urge that everything possible be done to achieve its enact- 
ment at this session of the Congress. 

We have testified, Mr. Chairman, before this committee and the 
prior committee on several occasions. This committee and the com- 
mittee last year conducted sessions throughout the country. It com- 
piled voluminous testimony. We believe that an objective analysis 
of that testimony will indicate a very, very serious need for both ex- 
tension of coverage and for an increase in the minimum to at least 
$1.25. We have indicated this in the prepared statement, Mr. Chair- 
man, that most of the issues which are raised by those people who 
object to both extension and to an increase in the minimum can be 
answered intelligently, effectively, and honestly. We believe that 
the cry of the opponents to extension because of the hardships which 
will be created among the small merchants are false. I think we 
answer them effectively. We say that the small merchant will not 
suffer and cannot suffer. We indicate why. Because the extension 
of coverage or the increase in the minimum is no problem. Our ex- 
perience for many, many years with small retailers is that they are 
not the ones who will be affected by this legislation. 

Our problem among small retailers is getting them the kind of help 
they are willing to pay for. $1.25 is not a problem. It is very 
obvious, Mr. Chairman, that a small merchant can only compete 
today with the giant chains and the big department stores by offering 
something other than the mere service of wrapping a package or 
helping select an item. When you and I go in to patronize a small 
merchant, we find ourselves approached by an able, competent, alert 
salesperson, who determines what our needs are, and then proceeds 
to help us make the selection we need. I think we can very readily 
understand that this kind of ability is not purchased for $1.25 an 
hour. So we are not concerned with that. The little merchant can 
only stay in business by offering special service. That special service 
is personalized attention, the ability to fit you properly and provide 
you with the items you need in a manner that instills confidence in 
you. These kinds of people the small merchant does not buy at 
80 eents, 90 cents or $1.25 an hour. 

In any event, the act itself, the one that we are proposing Congress 
enact, provides adequate protection for the smaller merchant who 
does under $500,000 worth of business. So we think the issue of the 
small business being run out of business is a false issue. I don’t 
think there is anyone who wants to be honestly objective who can 
classify Woolworth, Kresge, Macy, A. & P., Food Fair, and businesses 
of that size as small merchants. 

The only other point I would like to make, Mr. Chairman, is that, 
since the Congress of the United States itself has declared that it is 
impossible for an American today to live at a minimum standard of 
living earning less than $1.25 an hour, I think it is high time that we 
stop relegating millions of Americans to second-class citizenship and 
compelling them to live in dire poverty. 

Mr. Lanprum. Let us analyze that statement. 

Mr, Greenserc. All right. 
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Mr. Lanprum. You state that the Congress itself has declared that 
it is impossible to maintain a satisfactory living standard on less than 
$1.25. Is that about what you just said ? 

Mr. Greenserc. In the objective of the act they talk in terms of it 
being impossible to live in America today earning less than $1 an 
hour. If I said $1.25, I think that is what 1s necessary. The act itself 
talks in terms of $1.25, 

Mr. Lanprum. Who has determined, the Congress, or otherwise, 
that it can be done for $1.25? 

Mr. Greenserc. Someplace in this testimony we have indicated 
that. We can submit to you evidence of a subcommittee. 

Mr. Pucrnsxt. Mr. Chairman, if I may, I believe the Joint Eco- 
nomic Committee did issue a report to that effect. 

Mr. Lanprum. That $1.25 an hour will support a minimum living? 

Mr. Puctnskr. No. They came upwith an annual figure that went 
considerably beyond a dollar an hour. 

Mr. Greenserc. We will supply that for you. 

Mr. Lanprum. I would like to ask one question, and it is merely 
for clarification. We understand what the position of your organiza- 
tion is. I think I understand substantially all of the points that you 
made in your statement here. What we would like to know is just 
what is the difference between your organization and that of the Retail 
Clerks Union? You have this title, the Retail, Wholesale and Depart- 
ment Store Union, AFL-CIO, and the other one that we have is the 
Retail] Clerks Union, AFL-CIO. 

Mr. Greenserc. Are you speaking of the structure of both unions? 

Mr. Lanprum. Tell us the difference in the type of people you rep- 
resent, or your jurisdiction, if you can, for our own information. 

Mr. Greensere. The difference is that they are primarily similar 
organizations. There were two labor federations, AFL and CIO at 
one point. We had the retail charter in the CIO. The RCIA had 
the retail charter in the AFL. 

Mr. Lanprum. So actually in one sense you are competing unions. 

Mr. GREENBERG. In one sense we are. We have, however, a little 
broader jurisdiction which we had carved out from the CIO which 
included wholesale. That includes warehouses, distributive centers, 
et cetera. That is the basic difference. 

Mr. Lanprum. Other than that, you are competing for membership ? 

Mr. Greenserc. Other than that we are competing for member- 
ship, and we both have the same objective, I am sure. That is to 
help our members achieve the kind of living standard they are en- 
titled to in America today. 

Mr. Ayers. Don’t you have another objective, to get more members ? 

Mr. Greenserc. Oh, sure. We both are trying to get members. 
I don’t think this has to be placed on a competitive level. We are 
both trying to organize unorganized workers. Occasionally we run 
into each other, and our guys want to be eager beavers, and so they 
will try to organize quicker than the RCIA guys. But the objective 

isthe same. We would like to organize as many unorganized workers 
as we can in America today. They need it very badly. We have 
some people here, Mr. Chairman, who would indicate to you—and 
I am not prepared to bring them at this time—the kind of wages 
55097-—60—pt. 1——20 





300 MINIMUM WAGE-HOUR LEGISLATION 


they are being paid in the United States throughout the retail in- 
dustry. It is disgraceful. 

Mr. Lanprum. Now may we have the statements of your two 
associates / 

Mr. Greensere. As I indicated, Mr. Chairman, this is Miss Evelyne 
Twilley, who is a member of our local 506 in Gadsden, Ala. She 
works for S. H. Kress Co. in that town, and has a short prepared 
statement. 


STATEMENT OF EVELYNE TWILLEY, EMPLOYEE, S. H. KRESS C0, 
MEMBER, LOCAL 506, RWDSU, AFL-CIO 


Miss Twitter. My name is Evelyne Twilley. I live in Gadsden, 
Ala., and I work at the S. H. Kress Co. store. 

I have been working for Kress for 314 years. I started working 
for them in Atlanta where I was hired at $27 a week, or 6714 cents 
an hour. I got two raises to $32 a week, and was transferred to 
Gadsden in July 1958. When our new union contract was signed 
the first of March I was raised to $36 a week, or 90 cents an hour, 
After taxes and social security, I take home $30.18 from my pay. 

I have my own apartment for which I pay $25 a month rent. I 
cook my own meals at home, but I am luckier than some of the other 
girls who work with me because my family runs a farm in Fort 
Payne and they provide me with meat, fresh vegetables, butter and 
eggs. That way my food bill is slightly lower. But of course I 
have to buy staples like bread at 22 cents a loaf, milk at 28 cents a 
quart, and other foods. I buy some of my clothes at Kress where I 
get a 10 percent discount but have to buy other things elsewhere. 

The other girls in my store make from 70 cents an hour up. The 
highest paid girl gets 98 cents an hour—she is the only one in the 
store who makes that much. These wages are higher than the wages 
in unorganized stores in Gadsden like Elmores, F. W. Woolworth, 
McClellans, and others. 

Some of the girls in my store help support their families and many 
of them have to depend on their wages for their own support. Before 
I left home, the other girls told me, “Please do all you can to help 
us get a raise in pay. We surely need it.” 

I hope you gentlemen will do whatever you can to raise the minimum 
wage. We have been watching and waiting for news from Congress 
for a long time and it would certainly make a great difference in 
the way we live if we could get the same minimum wage that. other 
people do. 

Thank you very much. 

Mr. Greenserc. On my left is Mrs. Dorothy Bammerlin. She 
is a member of our Local 188 in South Bend, Ind. 


STATEMENT OF DOROTHY BAMMERLIN, EMPLOYEE, GILBERT'S 
CLOTHING STORE, MEMBER, LOCAL 188, RWDSU, AFL-CIO SOUTH 
BEND, IND. 


Mrs. Bammertin. My name is Dorothy Bammerlin. I live in 
South Bend, Ind., and work at Gilbert’s clothing store which is a 
large retail men’s and ladies’ wear establishment: employing about 
150 permanent full-time people and about 50 part-timers. I work 
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in the ladies’ department and I am paid $75 a week for a 48 hour week. 
The store is open from 9 a.m. to 9 p.m., every day except Sunday. 
I work three evenings a week and additional evenings when there 
are sales or vacation periods and before Christmas. 

I have been working for Gilbert’s more than 4 years. I was hired 
at the rate of $1.25 an hour for a 48-hour week. 

My husband is employed by Studebaker-Packard. My earnings 
are needed to supplement my husband’s pay to maintain our home 
and to support our family. When I started to work it was a case 
of necessity and day earnings are still needed. 

Since I make $1.56 an hour, I obviously wouldn’t be affected by the 
minimum wage law except where the overtime provisions are con- 
cerned. I have figured out that my actual earnings if we had a 40- 
hour week would be a good deal higher—to be exact $18.72 a week 
more than I now earn. Or, if you want to figure it another way, I 
am not really earning $1.56 an hour, but actually $1.44 an hour, 
because if I were paid time and a half after 40 hours, my real salary 
would break down to $1.44 an hour. 

Aside from my own problems which are not as serious as many 
others, I would like to tell you that some of the other people in our 
store earn as little as 75 cents an hour, which is the rate the store 
pays to part-timers. Some of the other part-timers make $1 an hour 
and some get $1.25 an hour. But for all of them the 40-hour week, 
is something that they just dream about and hope for. 

I know people in South Bend who work in five and ten cent stores 
for as little as 75 cents an hour and in restaurants and drug stores 
for 75, 80 and 85 cents an hour. The cost of living in South Bend 
is just about the same as any other city in the Midwest, and when 
any retail employees go to the supermarket to shop, they have to 
pay the same prices that auto workers or steel workers have to pay. 

I hope you will do what you can to extend the minimum wage law 
to cover retail employees so that we too can enjoy the 40-hour week 
and so that lower paid employees can earn enough to afford a little 
better standard of living. 

Mr. Lanprum. Mr. Roosevelt. 

Mr. Roosevetr. Could I ask whether at Kress you happen to know 
whether the price you pay for a piece of clothing that you buy there 
is appreciably lower than it would be at another Kress store, let us 
say, In Indiana? 

Mr. Greenserc. She doesn’t, except our surveys have indicated that 
there is no difference in price. We find no difference in price in any 
section of the country for similar items sold by the same companies. 

Mr. Roosrvett. In other words, a $5 or $10 dress is the same in 
Alabama as it would be if Kress had a store in Indiana. 

Mr. Greenserc. Congressman Roosevelt, let us get the question 
straight. You are talking about Kress or a national chain. A na- 
tional chain will get as much for an item in Gadsden, Ala., as it will 
in South Bend, Ind., or New York City. There may be a variation 
of prices in individual stores. An individual store in New York may 
get a little more than an independent operator in Gadsden. To the 
best of my knowledge, the sina of the chainstores don’t fluctuate. 

Mr. Roosrveit. Obviously the point of my question is that if they 
vary greatly, if there was a considerable decrease in the price, then 
that would be a reason for perhaps paying less. 
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Mr. Greenserc. That is right. 

Mr. Roosevett. If it is not, then there is no reason for a less price 
being paid in any one section of the country. 

I yield to my colleague. 

Mr. Ayres. There is a difference in the price of chain operations. I 
have bought at Sears and Montgomery Ward, and worked in the 
South. Where the difference comes in is in the freight cost. You 
can buy furniture in North Carolina at a Montgomery Ward store 
much cheaper than South Bend, because Hickory, N.C., and High 
Point are just around the corner from the store. If you buy a bathtub 
in North Carolina and their fixtures are made in Mansfield, Ohio, it 
would cost you more than 20 percent. It is not based on the economy 
in the area as it is based on the cost of getting the merchandise in the 
store. 

Mr. Pucrnsxt. If the gentleman will yield at that point, doesn't 
the independent merchant have the same problem? Isn’t he faced 
with the same problem in Alabama as he would be in South Bend? 

Mr. Ayres. His selling cost is in direct proportion to his wholesale 
cost. 

Mr. Puctnsk1. If you want to consider the cost of freight you have 
to apply that cost of freight to everybody across the board, the chain 
operator and the independent. operator. 

Mr. Ayres. The question was whether you had the same price in 
every chainstore throughout the United States, and I say you don't. 

Mr. Greenserc. Basically the answer is yes, allowing for the varia- 
tion in the transportation costs which are the same to everybody. 
However, Congressman Roosevelt, we find something else which is 
very interesting. In a city like Gadsden, the population has to pay 
more for what we call the hard items, such as refrigerators, washers, 
television sets, et cetera. When you go into a metropolitan area like 
New York or Chicago, you will find that the competition cuts those 
prices down to the bone. It makes it necessary in order to dispose 
of them that they compete rather briskly with each other. In Gads- 
den, we checked this, and we found that the price of the item was the 
price of the item as advocated by the manufacturer. You did not 
have this competitive problem of cutting prices. So actually the buy- 
ing public in a city like Gadsden pays much more for certain items 
than they do in areas where the rates of pay are much higher. 

Mr. Roosevett. I think that is right. I think the Department of 
Labor has in their various statistics pretty well proven that there has 
been an ever-lessening gap between the cost of living in any particu- 
lar area of the country. It is becoming more standardized and cer- 
tainly the old cry of a lower wage in the South as against the West 
is less and less true. 

On page 5, Mr. Greenberg, of your testimony, there are a number 
of tables. 

Mr. Greenpera. Yes. 

Mr. Roosrve.r. Just to make sure we are talking in terms of spe- 
cifics, these tables are all taken from the Department of Labor survey, 
are they not? 

Mr. Greenserc. That is correct. They were taken from the last 
available survey. I think it was the 1956 survey. 
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Mr. Roosrvert. I wanted to be sure it was understood these were 
oficial figures and not something you just pulled out of the air. 

Mr. Greenserc. No. I have much too much respect for the acumen 
of this committee to just throw figures at you without being able to 
substantiate them. 

Mr. Roosrverr. One other question, Mr. Greenberg. I note in your 
statement here that you have given the reason for supporting, and 
it is the same reason we picked the $500,000 exemption. However, 
one previous witness said that in his opinion if that was raised to 
$750,000 or thereabouts, it would not seriously affect the number of 
people that would be covered. Is that generally your opinion? 

Mr. Greenserc. We would not be very happy with it, but we would 
go along with it in order to help get some legislation. This is a com- 
promise and I think we ought to understand it is a compromise. We 
think $500,000 is a pretty good cutoff point. However, we are not 
going to sit here and be adamant about this and say anything above 
$500,000 makes this law unworkable. We go along with $750,000 
if we have to. 

Mr. Roosrvettr. Mr. Greenberg, I am particularly glad you empha- 
size the “mom and pop” store provision and the independent store, 
and I want to emphasize it again if I understood you correctly. In 
your opinion, the stores which have a less volume than $500,000 are 
really not stores of which this less than a going wage is being paid. 

Mr. Greenperc. That is correct. 

Mr. Roosrvert. I don’t know whether you ever heard or saw the 
movie that was going around and being shown at chambers of com- 
merce luncheons and things, 90 percent of which was aimed at a 
crying jag on the part of the small merchant plant and the “mom 
and pop” store, they were going to die. The same kind of propa- 
ganda which I was talking about when I was a little unhappy with 
the previous witness. 

Mr. GreenserG. I saw it. 

Mr. Roosevetr. It is the same kind of propaganda. Having organ- 
ized and worked in this field, your testimony to this committee is 
that this really is not a problem with those people because they are 
already paying more. 

Mr. Greenserc. Congressman Roosevelt, these are crocodile tears. 
In retail many of our larger unions consist of the employees of just 
small stores, 3, 4, 5, 6, 8, 10 is a large store. When one or our locals 
organizes a shop of 10 people, this becomes a major achievement. So 
we know that these stores don’t employ anybody that they pay that 
kind of money to, because these are not the kind of people that this 
store can use. When you walk into a store to buy a suit of clothes— 
you receive one type of service when you walk into a department store 
or large variety store; and you receive another kind of service when 
you walk into a small independent store. It is a common expression in 
the retail business that the employer often says to his salesman, “That 
customer walks out, you go with him.” This is the kind of thing. 
This man stands there and works with you and sells you and has cer- 
tain abilities that are not required by the larger stores. You don’t buy 
this. I tried to emphasize this. This is the kind of help you cannot 
buy for $1.25 an hour. No merchant would want to operate with that 
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kind of help. We have no problem on wages in terms of the small 
employer. Our problem has been to help him get enough business so 
that we could keep our people employed. We don’t ever have a strike 
with a small employer, use we can’t get together on wages. That 
is not the important thing. It is the big stores. We have had testi- 
mony submitted last year before the Senate subcommittee by one of 
the girls, I think from Indiana, too, who indicated that she and an- 
other girl handled a department in one of the big stores—and I am 
prepared to get that for you because it is in the record—I don’t think 
she put it in the record, but told it to us, the volume of that depart- 
ment was a little better than $300,000. Do I have it in here? 

Mr. Denr. Yes. 

Mr. Greenserc. These two girls earn about $4,000. If you want to 
bear with me I will break down the ratio of cost against profit. Itis 
a common accepted denominator that a business such as that will 
operate on one-third profit. They did $300,000 worth of business, 
They had a profit of $100,000. Knock off the cost of overhead, take 
the cost of advertising, add to that the cost of the person who sold 
it for you, and they are operating at a fabulous return, a tremendous 
profit. Who can argue against paying workers in that kind of an 
operation $1.25 an hour and overtime above 40 hours? It just doesn’t 
make sense. They cry with crocodile tears about the tremendous 
— on the small employer. There is no such thing. I would 

t that an objective survey of store by store would find that the small 
employer is not the least bit interested in this, because the small tiny 
business that might be affected does not have any help. That is the 
“mom and pop” store. The father operates it and the mother comes 
- and relieves him for lunch, and we don’t have any problems with 

im. 

Mr. Roosrverr. Besides, she is exempted under the bill. 

Mr. Greenserc. That is right. We don’t have any problems with 
them. They don’t employ anybody. They are exempt under the 
bill. The do less than $500,000 or $750,000. There is no problem 
there. Time and time again I have been terribly irritated at the ap- 
parent falsehood of testimony. People sit here and cry about this 
terrible burden we are going to put on the small employer when they 
know that they represent the tremendous interests. 

We have some figures that we can quote. Retailing today is nota 
little business any more. It is one of big business in America. 

Mr. Lanprum. Irritations can work both ways. 

Mr. Greenserc. I am sure we irritate them pretty well. 

Mr. Lanprum. Mr. Ayres desires to ask a question. 

Mr. Greenserc. He will not be irritated by me, because we are 
friends. 

Mr. Ayres. Not in the least. I don’t want you to feel in the slight- 
est, Mr. Greenberg. Your propaganda is very factual. 

Mr. Greenserc. I want you to understand that this is propaganda 
designed to impress you. 

Mr. Ayres. Miss Twilley, how much union dues do you pay? 

Miss Twittry. $3 a month. 

Mr. Ayres. How long have you been a member of the union? 

Miss Twitter. A year. 

Mr. Dent. And she got a $4-a-week raise. 











2 Ge oe 


yo 


col 


th 


tr: 


CO 


lit 





; to 
t is 
vill 


old 
ous 


n't 
ous 


all 
iIny 
the 
nes 
‘ith 


‘ith 
the 
lem 
ap- 
his 
hey 


ot a 


are 


ht- 


) 


ida 








MINIMUM WAGE-HOUR LEGISLATION 305 


Mr. Ayres. Did you get a raise after you joined the union? 

Miss Twitter. Yes, sir. 

Mr. Ayres. In other words, your union negotiated a contract with 
your employer. 

Miss Twitter. Yes, sir. 

Mr. Ayres. Why do you suppose they did not get _— more? 

Miss Twirxey. They would not offer us any more. They said they 
could not afford it. They could not do it. 

Mr, Ayres. I know Mr. Greenberg’s organizational ability and if 
there had been any more to get, he would have gotten it. 

Miss Twitter. I asked for a raise before we went into a contract. 
He said no. 

Mr. Ayres. You pay the same amount of dues? 

Mrs. Bammeriin. Yes, I do. 

Mr. Ayres. You don’t get any time-and-a-half pay in South Bend? 

Mrs. BAMMERLIN. Over 48 hours, I get time and a half. 

Mr. Ayres. But not over 40 hours? 

Mrs. BamMertin. No. 

Mr. Ayres. Why do you suppose when they negotiated the con- 
tract they did not make it 40 hours? 

Mrs. BamMer.in. I will tell you. It was originally a man’s store, 
and most of the men worked on commission and wanted the 48-hour 
week. But the women don’t. 

Mr. Ayres. In other words, is there a division in the ranks? 

Mrs. BamMMeERLIN. No; but there may be. 

Mr. Greenserc. It will surprise you. It is a democratic union. 
Some of them don’t even like the union. 

Mr. Dent. If Mr. Ayres will yield, I venture if you can get a better 
contract, Mr. Greenberg will put you on tomorrow. 

Mr. Greensera. What will surprise Mr. Ayres is that we have a 
little conscience. 

Mr. Ayres. It will not surprise me. 

Mr. GREENBERG. No. 

Mr. Ayres. You said a little bit. 

Mr. GreenserG. One of the reasons we did not press for 40 hours 
a week was because we did not want to price that man out of business. 
He had to contend with competition. They are not covered with 40 
hours a week and time and a half. We said we will make you com- 
petitively whole. One of the reasons we didn’t get more money in 
Gadsden is the same thing. We don’t think it makes sense for us to 
go in and organize workers from the store and extract from the em- 
ployer an increase of great magnitude, and find we have no jobs. This 
does not make any sense. 

Ms. Ayres. How many members do you have in your union in Gads- 
den ? 

Mr. Greensperc. About 300 or 400. 

Mr. Ayres. How about the clerks? Are they organized there? 

Mr. Greensere. I don’t think they are in Gadsden. I don’t know 
mn you know it is a litle bit rough organizing in the South, just 
a little. 

_ Mr. Ayres. I know you are very much aware of, and you have stated 
it very clearly, and I do want to commend you in the fairness in which 
you have conducted your organizational campaigns. You have recog- 
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nized that the man in business has to make a profit to stay in business, 
Without employers you cannot have employees, and without employees 
you can’t have union members. 

Mr. GreenserG. He is no good out of business. We can’t be angry 
at him. We can’t get the workers aroused if he is out of business, 

Mr. Ayres. If we increase the minimum it would give you an oppor- 
tunity to get your organization program going a little easier in certain 
areas of the country. 

Mr. GreenserG. Seriously, Mr. Ayres, this is a two-prong desire on 
our part. No. 1, we are firmly convinced that workers who earn less 
than a dollar and a quarter an hour need the relief. This is something 
that we believe in. On the other hand, there is no question about this; 
this is going to help our members. We have a dollar and a quarter 
minimum at this moment. Here is an organized member who will 
get a raise. It makes our ability to get what we think are adequate 
wages easier. It eliminates the one fear we have, and that is the fear 
of pushing the employer too far. Many a time we have the ability to 
extract higher wages. We are afraid to push him so far that he will 
close up. If his competition has to pay $1.25 we are in good shape. 
That is our desire. This is not a selfish desire. We think it is good 
for the country. We think, for instance, and I make this point some 
place in this presentation, that you have heard a lot of nonsense about 
part-time workers. The attitude on the part of employers that they 
are doing the housewife a favor, they are helping her to earn a few 
hours in between the hours that the kids go to school, that is a lot of 
nonsense. Let me tell you what actually happens with part-time 
workers. 

I don’t know any paternalistic employers who say to a woman what 
hours do you want to work and whether I have the work for you or 
not, come in and take it easy. They employ part-time workers only 
at peak periods. These part-time workers work twice as hard as a 
full-time worker, because occasionally the store gets empty and a full- 
time worker can loaf for a couple of minutes, and take a smoke or rest. 
A part-time worker is only hired during the peak periods—prior to 
Christmas, seasonal sales, nights that the store is open, Saturday after- 
noon sales—and that poor woman goes in there and works like mad 
for the 3 or 4 or 5 hours she is hired. 

Mr. Ayres. We know what you are talking about, Max, because 
some of us do that in an election year. 

Mr. GreenserG. Then you know. When these employers tell you 
we will be driving the part-time workers out, we will be depriving 
this woman of her opportunity to make a few hours to supplement 
her husband’s earnings, that is a lot of nonsense. They are going to 
hire them because they need them. They need them because the 
stores are busy. 

Mr. Ayres. Where are the largest percentage of your members lo- 
cated now, in Chicago, New York? 

Mr. Greenserc. The biggest part of our membership is east of the 
Mississippi. 

Mr. Lanprum. East of the Mississippi ? 

Mr. GREENBERG. Yes. 

Mr. Lanprum. I would ask one question if members of the com- 
mittee would indulge me for one moment. Do I understand the min 
mum wage in your store in Indiana to be above $1.25 ? 
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Mrs. BamMMERLIN. No. There are some at 75, 80, and 85 cents; and 
$1, $1.25, and $1.50. 

Mr. Lanprum. Your wage is above that? 

Mrs. BAMMERLIN. Yes. 

Mr. Lanprum. Did I understand your wage to be $1.56 ? 

Mrs. BAMMERLIN. Yes. 

Mr. Lanprum. Your minimum wage from Alabama. is what ? 

Miss Twittey. Seventy cents. 

Mr. Lanprum. Let us suppose, Mr. Greenberg, that we legislate 
this minimum up to $1.25. Of course, we are not concerned with 
what would transpire between your union and the employer in Ala- 
bama. It would mean going from 70 cents to $1.25. 

Mr. GreenserG. That is right. 

Mr. Lanprum. Then your contract negotiations would take place 
from there. Over in the store in Indiana, let us suppose we raise 
that minimum by law to $1.25 and those there now making 75 cents and 
$1 and less than a dollar and a quarter are moved up to $1.25, what is 
going to be the position of your union and this gracious lady on your 
left who is now making a little more than 50 percent more than the 
minimum? Are you going to demand that her 50 percent differential 
continue ¢ 

Mr. Greenserc. No, obviously. On the other hand, even if I were 
inclined to demand it, I would not have too much chance of getting it. 
The employers of America have demonstrated their ability to resist 
that kind of demand. 

Mr. Lanprum. Let me ask you this, Mr. Greenberg, and I am try- 
ing to talk constructively. I am not trying to do anything other than 
be constructive. You believe that there is some justification for a 
wage differential within a company organization ¢ 

Mr. GREENBERG. Yes, of course I believe that. 

Mr. Lanprum. To retain our present economic structure, that is 
necessary, isn’t it ? 

Mr. GREENBERG. Yes. 

Mr. Lanprum. I have heard conversations and I have seen con- 
tracts or provisions in contracts which I don’t criticize, that if a Fed- 
eral minimum increase is legislated, then that same percentage of 
increase will be called for up the line within that contract between the 
union and the employer. The International Ladies Garment Work- 
ers Union, for one example, among many, has that provision in its 
contract. As Isay,that may be all right. Iam driving at this point. 
What is your feeling with regard to the effect that a general wage 
increase all the way up the line in order to maintain these differentials 
will have on this disease inflation that we are all concerned about 
today ¢ 
_ Mr. Greenperc. You are assuming, Mr. Chairman, that this general 
increase will reflect itself all the way up the line. 

Mr. Lanprum. Yes, sir. 

Mr. GreenserG. That is not actually what happens. Let us take 
this lady, for example, from Indiana. She is getting $1.50 something 
an hour. That is because she has specia] abilities and is worth that 
much or more to the employer. It is obvious if we have some people 
in that same shop getting 70 cents an hour we have gotten $1.56 for 
her because of certain abilities she has. Believe me, we have ex- 
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tracted as much as we can from this employer for her category of 
work. Certainly if the minimum were raised this in no way would 
enhance our ability to extract more, because if there was more, we 
would have gotten it regardless of the minimum. 

Mr. Lanprum. Let us accept that statement for the sake of argu- 
ment within your union and within the class of employees with whom 
you deal. Let us carry the analysis over into a heavy industry, for 
example, the steel industry, where the $1.25 minimum makes abso- 
lutely no difference. They are wholly unconcerned with it. Yet 
when we increase legislatively the minimum are we likely to see a 
general increase in the hard goods field, or in the heavy industry field? 

Mr. Greenserc. I don’t think so. 

Mr. Lanprum. Wasn’t that true in 1956 when the 75 cent limit was 
increased ? 

Mr. Greenserc. No, that is the point I want to make. We didn’t 
see it reflected in the cost of the hard goods because it did not reflect 
the manufacture of hard goods. I think the best place we can view 
this to see what the results were was in the department stores of 
America. When this increase of 75 cents to $1 came about, we did not 
move in and say to the people we had under contract—we didn’t have 
the ability to move in and say, “Here, the national minimum is $1 
This is a union shop. We want more than that.” It just didn’t work 
that way. 

Mr. Lanprum. We could continue with that line of argument, but 
there are others here. I want to suggest this. No one, employer, 
politician, Congressman, or whatnot, wants anyone to earn less money 
than the economy will afford, because we know that the more money 
people earn, with real purchasing power, the wealthier we become in 
every respect, and the higher our living standards go. But what 
some people are concerned about is this: If by legislation we give the 
lady on your right from Alabama $1.25 minimum, are we really by 
that legislation insuring that she is going to get the additional pur- 
chasing power that has been legislated to her? That is the thing that 
concerns us. Particularly in the field where she is employed in soft 
goods where we are having more and more imports from ep 
low-wage countries, and I don’t suggest that we let our wages go bae 
to compete with those. I just wonder if we are moving so far ahead 
of that that we are inviting additional competition to where I am 
sure she would be selling more of the imported materials than she 
would be selling today. You do sell some materials imported from the 
foreign markets, do you not? 

Miss Twitiey. Yes. 

Mr. Lanprum. For instance, let us take the Manhattan shirt. I 
understand that trimmers in the South, in Georgia, which is com- 
pletely out of my area, make about $2.23 to $2.53 an hour. But a 
trimmer in Taiwan and Hong Kong makes about 7 to 9 cents an hour, 
and manufacture a shirt that is brought over here and the untrained 
eye cannot tell the difference. Of course, you can after it is laundered 
a few times. Those are the things that are giving us concern about 
legislating a minimum to employees such as the ladies you present 
today. We want to be sure that if they have an increase, it means 
increased purchasing power, not just 23 cents instead of 22 cents for a 
loaf of bread or another increase in your transportation problem. 
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I am sorry to take up this time. I want to recognize these other 
gentlemen. If you have a comment, will you please proceed ? 

Mr. GREENBERG. I have one comment, Mr. Chairman. We are pro- 
posing, we are suggesting, we are urging, we are asking that you legis- 
late for the economic group—precisely the economic group that will 
translate this increase into purchasing power. Who are we talking 
about? We are talking about the woman or man who earns less than 
$1.25 an hour, whose Lidevand I can prove this—wear their shoes 
around the neck when they go to school and only put them on when 
they go into the classrooms and take them off when they go home, 
because they will not wear those soles out on the rough roads, or 
wear them when they go to church. We are asking for the oppor- 
tunity to put shoes on that kind to wear all day like other kids. We 
are talking about people to whom whole milk is a luxury. ‘They 
use powdered milk. We are talking about dollars and cents pur- 
chasing power. I don’t know why you worry about inflation from that 
economic group. 

Mr. Lanprum. Mr. Dent. 

Mr. Dent. I think that you have a very fine grasp of the objective 
of this bill, and I want to say that I concur in the philosophical 
aspect of your talk. Too many of us forget that up until recently 
the production payroll worker in America was in a greater number 
than the nonproduction payroll. Now what we are facing in this 
legislation and the demand for it is based upon the fact that the 
cost of living is not regulated upon the minimum incomes of people 
but is based upon a general income level which includes the higher 
income and catches the low income person in a vise that he can’t get 
out of. I think when Congress comes to the point of view of realizing 
that the purchasing power of the service indiahey and nonproductive 
workers—when I speak of productive workers, I am talking about mill- 
hands and goods and commodity-makers—has to reach a level where 
itcan keep the national product high enough so that we can maintain 
our standard of living. 

I don’t think many people in the country know that we have millions 
of Americans who are earning less than a minimum standard. Mr. 
Pucinski said 25 million. I think when you get into the picture you 
will find even more than that. 

I may be wrong in this, but isn’t it true that the inclusion of the 
40-hour week as a basic week will serve two purposes? Coupled with 
the $1.25 minimum, it will put more steady employees to work or 
more full-time employees to work in place of the so-called extra work 
that comes in because they can work a girl more than 48 hours a week 
ona steady job. Am I right or wrong? Isn’t that one of the most 
important features of presentation here, to get the 40-hour week 
established ? 

Mr. Greenserc. That is correct. 

Mr. Dent. I don’t have anything else to add. I think that is the 
most important item. 

Mr. Lanprum. Mr. Pucinski. 

Mr. Puctnsxr. Mr. Greenberg, obviously I have a lot of questions 
to ask you, but I will not, because I am sure there will be a quorum 
call in a few minutes. I would like to comment on the eloquent plea 
or description that you have made before this committee regarding 
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the benefits that the small businessman gives the community and the 
service that he gives the community. If I were a small businessman, 
I think I would use your statement in my advertising copy. You have 
certainly done a very good job in distinguishing between the small 
merchant and the big chain operators. 

Mr. Greenserc. Unfortunately they are falling by the wayside. 

Mr. Roosevetr. Will my colleague yield? Isn’t it also true that 
this law will help the small businessman, because it eliminates the 
differential in the wage which is unfair competition to the small 
businessman? Therefore, this actually helps keep the small business- 
man in business. 

Mr. Greenserc. There is no question that this has to be helpful to 
the small businessman. 

Mr. Pucrnsx1. Obviously as you know, representatives of the small 
retail merchants association will appear before this committee. An- 
ticipating their statements, I would like to get your reaction to two 
questions. First, I am sure they are going to tell us that the part-time 
employees that you spoke of—and I am glad you defined the position 
of that part-time employee—it is through the use of this part-time 
employee during Christmas sales and various other peak periods they 
have, they make up the difference that they need to operate all year 
long and to keep the steady employees going in the lean poate of 
their business. What would your answer to that argument be ¢ 

Mr. GreenserG. I would be inclined to simply repeat what I said 
before. I don’t know of an employer who hires part-time employees 
because he wants to be the benefactor of the immediate community 
and give these people some earnings. He hires them because he needs 
them, because he puts them to work only during the period when his 
normal staff cannot wait on all the customers. So - brings these 
women in during the peak periods, during the busiest periods, and 
only when he needs them. I know of no employer in all of the years 
that I have represented labor unions who said, “Well, if I put a dozen 
women to work, this will benefit the community.” He sits down and 
—_ how many people am I going to need on this floor to handle the 
trafiic. 

Mr. Puctnsxt. The other question is in line with what Mr. Roose- 
velt said a moment ago, that this legislation could actually help the 
small businessman of America. Is this a true assumption? ‘Take a 
big chain operation. They get the same amount of money for a prod- 
uct that they sell in low labor cost areas that they get for the product 
they sell in high labor cost areas. But because they are operating asa 
corporation the savings they make in the cost of labor in the low labor 
cost areas puts them into a better competitive position in places like 
Chicago, for instance, vis-a-vis the smal] businessman. Is that a true 
assumption ? 

Mr. GreenBerc. That is definitely a true assumption. 

Mr. Puctnsxt. So when the spokesmen come before this committee 
and tell us that we are hurting the small businessman who for the 
most part is excluded from this legislation, do you feel that they are 
ee the facts correctly ? 

Mr. Greensperc. Congressman Pucinski, I vouchsafe that I can say 
to our representatives throughout the country, I would like for you 
to go from small businessman to small businessman with a petition, 
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and I am willing to wager that this petition would be signed by most 
of the small businesmen urging that the minimum be raised to $1.25. 
We have not done this because obviously this would be an unfair 
presentation. We would be accused of coercing these guys and every 
other thing. There is no question about this. The small businessman 
who is faced with competition which pays 70, 75, 80 cents an hour, is at 
a tremendous disadvantage; $1.25 an hour closes that gap a little bit. 

Mr. Puctnskt. Have you any surveys or any statistics or any figures 
to indicate, taking any so-ce lied Main Street community—what the 
existing wage structure is among the small independent merchants as 
regards the big department store right in the center of this area? 

Mr. GreenserG. We don’t have a formal survey. The only informa- 
tion available to us is from those small businessmen whom we have 
organized. We can give you that kind of a record which would indi- 
cate a vast differential in pay. 

Mr. Puctnsxt. Mr. Greenberg, you have been very helpful to this 
committee. As I say, I have many more questions I would like to 
pursue because certainly the retail industry is one of the industries 
that is going to be most directly affected by this legislation and needs 
the relief most earnestly. I am going to yield at this time because 
I do know we are going to have to go to the floor almost momentarily. 

Mr. Roosrvetr. May I say one word. I am particularly glad that 
the very nice lady from South Bend is here because too often we don’t 
get the picture of someone who is not below the minimum and have 
her coming, knowing she is getting more and would not be directly 
affected by the bill, and yet understands the problem. That to me is a 
very wonderful thing, and I congratulate you, and the union for 
presenting such a esoet picture to the committee. 

Mr. GreenBerG. Thank you, gentlemen. 

Mr. Lanprum. Thank you very much, sir. 

(Thereupon at 12:05 p.m., a recess was taken until Thursday, March 
31, 1960, at 10 a.m.) 
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THURSDAY, MARCH 31, 1960 


Houser or REPRESENTATIVES, 
SuBcoMMITTEE ON LazBor STANDARDS 
OF THE COMMITTEE ON EDUCATION AND LABOR, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 429, 
Old House Office Building, Hon. James Roosevelt, eee : 

Present : Representatives Roosevelt, Pucinski, and Hiestand. 

Also present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Roosrveir. The committee will be in order, please. 

The committee this morning will hear from three witnesses. The 
first witness is Mr. J. T. Meek of the Illinois Retail Merchants Asso- 
ciation. It is the understanding of the Chair that Mr. Meek is a 
friend of our most distinguished and capable colleague, Mr. Pucinski, 
and I am going to ask Mr. Pucinski to introduce him to the committee. 

Mr. Puctnsxi. Yes, Mr. Chairman, I would be very happy to. 

Mr. Meek is the president of the Illinois Retail Merchants Associa- 
tion and perhaps one of the most outspoken defenders of the retail 
merchants in Illinois and in America. 

I am very proud to have him here this morning even though fre- 
quently Mr. Meek and I do not quite agree on many subjects, I do not 
think there is any spokesman in this country who has more eloquently 
defended the cause of retailers and retailing than Mr. Meek, and we 
indeed very happy to have Mr. Meek this morning. 

Mr. Roosrvett. We are delighted to see you, sir, and I believe you 
have a prepared statement and the committee has copies of it. Do 
you want to go ahead and present it? We certainly want you to go 
ahead in your own fashion. 


STATEMENT OF J. T. MEEK, PRESIDENT, ILLINOIS RETAIL 
MERCHANTS ASSOCIATION 


Mr. Meex. I would like to have a few copies of those remarks sent 
to Mrs. Meek in Chicago. This almost sounds like a put-up job, but 
before I begin my testimony I should like to beg your indulgence in 
first expressing my pleasure at appearing not alone before your com- 
mittee but before your colleague, Congressman Roman Pucinski. The 
Congressman is a respected old friend—and friendly enemy. In his 
illustrious newspaper days, the Congressman was assigned by his 
newspaper to cover the 1954 U.S. Senate campaign in Illinois, and 
campaign friends have since referred to as the time when I suffered by 
avocational bereavement. 
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Congressman Pucinski was a most able and gifted reporter. He 
treated me fairly, reported me accurately ; at times advised me soundly, 
and questioned me thoroughly. In fact, it is his ability to ask search- 
ing questions which makes me happy today that my chief function 
here, as president of the Illinois Retail Merchants Association, is 
only to present a most able Illinois merchant, Mr. H. R. Blalock of 
Springfield. 

Even so, with your permission, I should like to express a conviction 
which will come as no surprise to your colleague and my esteemed 
friend, Mr. Pucinski. 

The greatest argument against the extension of this wage-hour law 
across State lines, as provided for in varying degrees in both the 
House and Senate versions, is one of principle. 

What extension of coverage of this wage and price control law actu- 
ally proposes is that Government of the United States shall have the 
power to attempt to control and regulate not alone the general welfare 
of the country but the cherished rights and procedures of each of its 
citizens. 

The choice here fundamentally is not one of economics. It is be- 
tween those who advocate governmental intervention and those who 
believe in a free labor market. The decision must be sharp and de- 
cisive. There are no grays here. It is a momentous question. It 
should be kept out in the open. 

If Congress would approve extension of coverage of the Federal 
wage-hour law, it would in effect write these ruthless edicts : 

“By order of the Government of the United States, only those em- 
ployers who pay a minimum wage of $1.25 an hour will be allowed to 
remain open to the public. By the force of this edict, all other em- 
ployers, regardless of size, kind, location, ability, number of em- 
ployees, and political loyalty, must be closed. 

“By order of the Government of the United States, only those em- 
ployees or prospective employees who can command a minimum wage 
of 2198 an hour will be permitted to work. All others, regardless of 
age, location, physical handicap, desire, hope for supplementary in- 
come, will, through the effect of this Government edict, be denied the 
right to accept work below the Government wage minimum which cur- 
rently is set by Congress at $1.25 an hour.” 

Again I am ey 

May I add that Congress, were it to approve any of these measures, 
regardless of exemption coming after State lines and State and indi- 
vidual rights are eradicated, would, in effect, be upholding the power 
and the ruthlessness of Mr. George Meany who, appearing before your 
group a little over a week ago, said “Let ’em die.” 

So in effect said George Meany, AFL-CIO president. 

According to a United Press-International story of March 17, Mr. 
Meany addressed this subcommittee of the House Labor Committee as 
follows: 

If an enterprise cannot survive except by paying wages of 75 cents or $1 an 
hour (or $1.25) I am perfectly willing for it to go out of business. So, if this 
kind of business is killed by a minimum wage of $1.25, I for one, will not be 
sorry. 

His exact words were not those ruthless three “let ’em die,” but to 
millions of service and retail establishments and their employees they 
add up to that. 
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Mr. Meany also said “Let ’em pay.” 

He was quoted as saying “raise the Federal minimum wage, expand 
its coverage.” 

Add to the tens of thousands of Meany-punished employers the mil- 
lions on fixed incomes and pensions and one wonders how one man 
could be allowed to inflict so much harm on so many. 

Surely America needs no further proof of what’s up. Any further 
stimulus to fight for its life, to assert itself in politics as never before 
to determine that America, and not any specific minority bloc, can rule 
this country and its legislators. 

“Let ’em die.” “Let ’em pay.” These are strange words in America. 

Beyond this the argument against the extension of this act becomes 
prosaic, almost methodical. Those who wish to disregard the argu- 
ment of principle on a moral and ethical basis may wish to turn to 
the actual economic side of the coin. 

May I emphasize these few facts. The retail stores were excluded 
from this act deliberately. They had nothing to do with the pur- 
pose it was intended to accomplish. They have nothing to do with 
itnow. That retailing has no proper place in this act was consistently 
and clearly recognized during the Roosevelt administration when the 
law was enacted, and in the Truman administration. 

Surely local business enterprises such as retailing, compete only 
with others in the same community. Their wages are determined en- 
tirely by the conditions in the labor market in their own locality. 
While the nature and composition of communities and their labor 
market conditions differ greatly, wage rates established in a commu- 
nity for business local in character do not affect interstate commerce 
or the total economy of the Nation. 

The overtime provisions injected were not only to establish a 
premium rate of pay, but also to provide an incentive for actual re- 
duction in the workweek in such covered industries. The objective 
was to encourage the employment of a larger number of people. 

Retailing was excluded from the Federal wage-hour law when it 
was enacted for reasons which are just as valid now as they were then. 
Only an industry with a relatively stable labor force and a fixed or 
prvctatie production schedule can adapt itself to accommodate a 40- 

our workweek. 

A 5-day 40-hour workweek is one thing in an industry whose hours 
of business conform with such a work schedule. It is an entirely 
different matter in a service trade such as retailing which must be 
open for business 6 days a week and at least one night. No store can 
adopt such a work schedule without serious difficulties in the schedul- 
ing of its employees or a substantial increase in its cost of operation. 
Ina small store or one with few people in its departments it 1s impos- 
sible without the payment of overtime. 

The computation of overtime in the manner required by the wage- 
hour law is so complicated and so difficult for employees whose com- 
pensation involves commissions and bonuses, a common practice in 
retailing, that stores would almost be compelled to abolish them and 
determine compensation on an hourly rate. By so doing they would 
destroy an incentive which has proven to be greatly advantageous to 
both stores and their employees. 

55097—60—pt. 1——21 
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The impact of a statutory minimum wage is entirely different in an 
industry in which, for reasons such as the use of machinery, employee 
production is ascertainable and constant. Production in retailing de- 
pends upon the imponderables involved in consumer habits and varies 
not only from day to day but also from hour to hour within the same 
day. It is too common an experience in retailing to pay employees 
for totally unproductive time. 

Retailing is a highly seasonal business. It is one which has daily 
peaks which occur in the afternoon or evening. These have a strong 
influence on the employment pattern in retailing and are reasons 
why retail employees include such a large number of extras and short- 
hour workers. 

The extras and part-time employees in retailing are recruited from 
housewives, persons who have retired and high school students, as Mr. 
Blalock will testify. This large group of retail employees have these 
things in common: they are not nes en in the labor market ; they 
are not dependent upon their earnings. Many of them are employed 
on jobs which require the least degree of skill. Turnover is extreme 
high among this class of employees which adds substantially to the 
cost of their training. 

If retailing were obliged to observe the requirements of a law never 
designed. nor intended for service occupations, and to which it cannot 
be applied practically or equitably, the store extras and part-time em- 
ployees will be the ones who will primarily bear the consequences. To 
offset the effect of the substantial increase in operating cost result- 
ing from retailing’s coverage under the law, stores would be com- 
pelled to reduce to an absolute minimum the use of such employees. 
Instead of encouraging or increasing employment in retail stores, 
coverage under the act would have just the opposite effect. It would 
discourage employment. 

It has been almost 20 years since the passage of the Fair Labor 
Standards Act. The depression, which prompted it, has long been 
gone and forgotten. The economy has long since recovered from the 
effects of the depression and done so without retailing being covered 
by the law. Bringing retailing under it now would do nothing 
for the national economy. It would, rather, result in irreparable 
injury to literally thousands of retailers. 

These arguments, in my estimation are all sound reasons why re- 
tailing and the services should be exempt from the Federal law. Even 
so, two primary arguments against expanding the coverage stand in 
my mind as the most realistic, the most powerful. 

The first is the matter of State and individual rights. The social- 
ization of our economy is actually what is up for consideration, ac- 
ceptance or rejection. 

The second is that acceptance of even a partial extension of cover- 
age would open the door for eventual phrasing and issuing of such 
edicts as I described in my opening remarks: 

By order of the Government of the United States, people may pay only so much, 
work only so long, be curtailed by costly Federal bureaucracy. By order of the 
Government of the United States, no one can bargain for himself any longer. 
He must qualify for a Government set minimum, or stay idle. He has no 


longer any freedom to reject or accept, regardless of his will, his desire, his 
physical condition, his purpose in working. 


Thank you for your consideration. 
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It is now my privilege to present to you Mr. H. R. Blalock, owner 
of a splendid Springfield, Ill., store which for many years has been 
a leader in the variety store field. Mr. Blalock is a director of the 
Illinois Retail Merchants Association, a civic leader of splendid 
reputation in central Illinois. His honesty, his sincerity, his ability 
are unquestioned by all those who know him, work with him and for 
him. 

Gentlemen, Mr. Blalock. 

Mr. Roosrvetr. Thank you very much, Mr. Meek. We will withhold 
questions until after Mr. Blalock has presented his statement. 

You may proceed, Mr. Blalock. 


STATEMENT OF H. R. BLALOCK, DIRECTOR, ILLINOIS RETAIL 
MERCHANTS ASSOCIATION 


Mr. Buiatock. In the early summer of 1959 I conducted a survey 
of independent variety stores in the State of Dlinois to gather in- 
formation concerning the increased costs of operation in the event a 
minimum wage of $1 or $1.25 an hour was applicable to their opera- 
tion. A list of independent variety store operators was picked at 
random from the Variety Store Merchandiser Directory of 1959, a 
directory which publishes a list of all independent variety stores. The 
stores were selected with the thought in mind of obtaining a cross 
section of the independent variety store operators in the State of 
Illinois with respect to the size of town and geographical location. 
The list consisted of merchants operating one, two, and three stores, 
and one small chain of 14 stores. From this list of 101 operators, 
67 percent responded to the questionnaire. From this response the 
following facts are obtainable: 








} Number of 
Size of town | Number of | Number of | employees 

| stores | employees | on social 

| security 
ee Se 4 ahi ges. Had ese 
nee thats B00. ; fie si's 5 ss eset. } vi5éi taeee et 40 223 27 
5,000 to 10,000__...-.-- wae . ee od apd aa 39 307 41 
10,000 to 25,000__- piled u ‘sae 17 191 | 39 





25,000 and over___.._--- : ms guckousednderybeadal 18 | seal 10 





From my 14 years’ experience in retailing I am of the opinion that 
the people in retailing can be placed in three groups. 

First are the career people—the executives, owners, and operators, 
and those employees, the supervisory personnel. They are working 
in retailing to make it their career, to support their families, establish 
themselves in ther communities as good citizens, not collectively but as 
individuals. These are the small businessmen, the people who are the 
backbone of retailing. These are the people who are the backbone of 
our economy and their communities, the people who are leaders in 
community affairs such as community service funds, YMCA’s, mem- 
bers of school boards, and many other activities. These are the people 
that Mr. George Meany of the AFL-CIO was referring to when he 
said, on March 17: 


If an enterprise cannot survive except by paying wages of 75 cents or $1 an 
hour, I am perfectly willing for it to go out of business. So if this kind of busi- 
hess is killed by a minimum wage of $1.25, I for one will not be sorry. 
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In applying the facts gathered from the survey referred to, this 
group is about 10 percent of the total people involved in retailing. 

The second group of people in retailing, which in my opinion is 
between 75 poh « 85 percent of the people working as employees, con- 
sists of the married or single women who are not responsible for 
putting the bread on the family table. These people are working to 
supplement the family income. It is this income that helps the family 
over a rough spot such as sickness, buys some of the extras that the 
family couldn’t enjoy on the salary of the main support of the family, 
These are the people mostly responsible for the so-called two-car 
family. 

Yet these are the people that do not want to assume the responsi- 
bilities that go with making a career of retailing, or in any other oceu- 
pation. These are the people that work only 6 months or a year or 
two. They are not looking for a permanent place in retailing. This 
is the group in which you have absenteeism; there you must keep 
three employed to be sure that you will have two all the time. 

This is the group which retailing will have to drastically reduce 
numerically in order to attempt to keep their expenses in line. When 
this happens the number of earners drastically declines, the number of 
unemployed is being increased, and Government is taking away the 

urchase of a new car, TV set, refrigerator, or a downpayment ona 
nome. 

I am certain this committee will agree it is better for an economy to 
have, for example, 1 million families with a supplemental income of 
$2,000 to $3,000 a year per family than to have a half million families 
with an increase of $2,000 or $3,000 to their income. In applying the 
same facts from the foregoing survey, this group is about 77 percent 
of people in retailing. 

The third group—and by no means the least important—in retailing 
is divided into two categories: 

The part-time employees who are schoolchildren working part time 
after school to help further their education or merely to earn their 
own spending money and learn some of the basic fundamentals of re- 
sponsibility and the value of money. Congress has already acknowl- 
edged this fact by making allowance in the revenue code. To establish 
a $1.25 per hour minimum for a schoolchild is to take that child com- 
pletely out of the labor market. 

The second category within this group is the people who are in that 
period of life when they can no longer produce or perform as they once 
did during the younger years, or their husband has passed on, leaving 
them to exist on a small pension provided by social security. In most 
cases the pension is not sufficient for them to maintain a decent liveli- 
hood and they must seek some work to supplement their income. 

This group is limited in most cases either by age or physical condi- 
tion as to the number of hours they can work, also by law as to the 
amount they can earn. It is impossible for an employer to continue 
to use this group of people unless they can work enough hours to be 
of some use. If the retail exemption is repealed, these people would 
of necessity be the first to go even though they personally are more in 
need of the work than any other of the groups. This is the group that 
those pressuring for this repeal have no consideration for. A1so, this 
is the group that you members of this committee could have someone 
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dear to you fall into, either a relative or a close personal friend. 
Again, the facts of the survey referred to before show that 13 percent 
of the people in retailing fall into this group. 

I fully anticipate the sympathetic understanding of this committee, 
which will be couched in the reassuring words: 

Why, Mr. Blalock, you, of course, know that we have no intention of covering 
small stores such as you have described herewith. Did you not realize that we 
want you to live, to have even an advantage over those larger competitors who 
are killing you? 

May I say that this sort of comment doesn’t ring a bell with me. 

In the first place, once this committee and this Congress established 
the principle of Federal control over retailing and the service occupa- 
tions, once it sweeps across State lines and sends Federal checkers and 
auditors into every tiny town and hamlet at the taxpayers’ expense, the 
floodgates will be open. 

Those among my own people who are apathetically saying “It can’t 
happen to us,” will then be crucified by their own stupidity. For the 
moment the way is cleared, we can confidently expect all retailing, bi 
and small, all services, big and little, to be drawn into this vortex o 
bureaucratic control and socialization of our economy. 

Further, it is my conviction that Presidents Roosevelt and Truman 
both felt that retailing was a particular kind of a local industry. Evi- 
dently, in writing the exemption during this depression-year legisla- 
tion, their advisers must have recognized that retail and service wages 
are set by local competition; further, that the moment one store, one 
chainstore, one store made eligible under these proposed sugar-coated 
lollipops of exemption, goes on this artificial basis, all others in the 
community will inevitably have to follow suit. It is the law of com- 
petition. It is an inexorable law. It takes away the freedom of move- 
ment the little store must have. It molds him. It restricts him. It 
says he cannot employ those who cannot demand $1 an hour or $1.25 
anhour. It says, along with Mr. Meany, get out of business. And this 
is in America. 

Gentlemen of the committee, if you must kill us, kill us now with 
the sharp stab of the dagger. Don’t leave us to suffer death by a blunt 
ppanceereemn applied just as tragically over the near competitive years 
ahead. 

In conclusion, it boils down to the basic question of whether those 
advocating repeal of the retail exemption are doing so with thought 
and consideration behind their motives, or whether they are motivated 
only with the thought of creating more controls, more restrictions on 
individuals, regardless of the consequences and to further their own 
political interests. I am sure that those opposing repeal of the ex- 
emption are doing so to preserve the free enterprise system, for the 
benefit of the people in retailing, employer and employee, and let’s not 
kid ourselves, for their own interests, too. 

Mr. Roosrvett. Thank you, Mr. Blalock. 

At this time may the Chair inquire whether Mr. Priehs would like 
to testify separately or as a part of the same presentation before we 
ask questions of these witnesses. 

Mr. Jones. I do not think it matters. Weare not bound by protocol. 

Mr. Roosrver. Since you do represent and come under the auspices 
of a different organization, suppose we go ahead with the other Il- 
linois witnesses. 
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Mr. Blalock, thank you very much for your testimony. I appreci- 
ate the efforts you have gone to to make your survey factual. I have 
just a few questions. 

Of the total number of stores that you included in this survey, how 
many of them actually do a volume of, let’s say, $500,000 and on up, 
including a million or more, if you could give us those figures. 

Mr. Biarock. I have no way of knowing because we did not include 
that information on the survey. It was merely a matter of hours they 
were open and the wages they paid. 

Mr. Rooseverr. So you do not know whether they would be included 
under the exemptions provided by the subcommittee in the other 
body’s recommendations or in the bill being considered by this com- 
mittee ? 

Mr. Briarock. There would no doubt be some, possibly 25 percent, 
which would have a volume of $25,000 or over. 

Mr. Roosrveit. Do you have any figures or did you inquire as to 
the salaries being paid by the stores that you surveyed / 

Mr. Buaock. x o, sir; I did not. 

Mr. Roosevett. So you do not know whether they were paying more 
than the proposed minimum or not! 

Mr. Buatock. No, sir. 

Mr. Roosevet. I ask that because we have had specific testimony 
that the small store actually pays more than the minimum anyhow. 
He has to because of the kind of service he gives, whereas the larger 
stores, the chainstores which are the ones primarily under considera- 
tion by this committee, are not paying the minimums and therefore the 
competitive position of the smaller stores is at a disadvantage and in 
effect. we would be helping the very people you have been talking about 
inasmuch as they are specifically paying more than the required mini- 
mum and you have no figures on that ? 

Mr. Buatock. If I may answer that on a personal basis, I know what 
I pay my own employees. It is competitive in comparison to what 
the large chains pay. 

The Cuatrman. What is the lowest that you pay your employees! 

Mr. Buiatock. The lowest I pay is 85 cents an hour. 

The Cuatrman. What would the average be in your store? 

Mr. Buatock. The average would be around $1.10. That is includ- 
ing my office help and my stockroom help. 

Mr. Roosrveit. However, your survey did not encompass those? 

Mr. Buatock. No, sir; it did not. 

Mr. Roosgevetr. With respect to the statement that you made quoti 
Mr. Meany, of course these people would die, as you put it, or be kill 
or go out of business provided they did not meet the requirements of 
the law, but if they meet the requirements of the law there is nothing 
that would automatically put them out of business, and the figures of 
the Department of Labor will show that a remarkably few number of 
enterprises as the result of previous minimum wage adjustments went 
out of business. One way or the other, they all managed to make the 
adjustment and to stay in business. 

So again I would raise the question and ask you what makes you 
think all of these people would automatically go out of business? 

Mr. Bratock. I would not say all of these people will go out of 
business. I would say there will be a lot of them who will go out of 
business. For example, I have figured what. it would cost myself. 








— 


— 2 ew ees 


— ee el OO oe 


_—. _ “ “a * 





s¢]- 
Ave 


ow 
up, 


ide 
1ey 
led 


ner 


ny 


rer 
va- 


he 


ut 
ni- 


rat 
vat 


1g? 


id- 


of 
ng 
of 
of 
nt 


he 
ou 


of 
of 
If. 





MINIMUM WAGE-HOUR LEGISLATION 321 


Actually my decrease in profit would be more than my net profit would 
be for the past year. 

Mr. Roosrveir. Unless you made other adjustments in your business 
to compensate for it. 

Mr. Buatock. I do not know what other adjustments could be made. 
[ just received a tax bill on my real estate taxes which went up 25 
cents a hundred. My unemployment compensation was raised from 
0,25 to 0.4. Ihave a combination of other expenses which are increases 
in addition to employees’ wages. 

Incidentally, 1 operate a store that does approximately $225,000 
worth of business a year. 

Mr. Roosrvetr. So you would not have to raise your wages. 

Mr. Buiarock. I would, or not have employees. In other words, if 
my next-door neighbor is paying $1.25 an hour, I would not be able 
to obtain employees at 85 cents an hour. 

Mr. Roosrverr. If your next-door neighbor can stay in business and 
pay it, you could not ? 

Mr. Buavock. Iam not sure. 

Mr. Roosrvetr. If he did stay in business, then somehow you would 
find a way to stay in business. 

Mr. Buatock. I would possibly have to raise my prices to the extent 
of 814 to 10 percent, which in the retail business is a little more drastic 
than doing it in an industrial business where your production is based 
on the cost of operation. 

Mr. Roosevett. This flies in the face of the record of all others who 
have previously gone through this experience. They have not. had to 
do that. 

Mr. Buiavock. I don’t recall any other retail establishment going 
through this type of phase. 

Mr. Roosevetr. The general] retail business has been exempted but 
other businesses have been involved. 

On page 3 you note the group which you say is 77 percent, the 
largest part of the group. Here you talk about people whom you 
pretty much catergorize as people who are inefficient help from the 
point of view that they are unreliable, you never know whether the 
absenteeism is high. You said you have to keep three employees to 
be sure that you have two at all times. 

Naturally it would occur to me if this turnover and this absenteeism 
that you refer to is a fact, would it not perhaps be cut down and 
your operation be more effective if you paid them a decent wage so 
they realize that they could stay in business and that instead of having 
to be just a meager supplement they could go out and maybe instead 
of buying the extra car, maybe they could buy a few other extras 
for the family and would not your whole operation be more efficient 
if you paid these people a wage that would discourage absenteeism and 
turnover ¢ 

Mr. Buatock. I think the Congressman missed the point. It is not 
the point that these people do not have to work. I do not know 
whether you have ever employed any of them or not, but you can be 
there at 9 o’clock in the morning and open your doors and you do not 
know whether you are going to have enough people there to open the 
store or whether you are not. The baby might get sick or Uncle 
Henry may come visiting and sometimes they will call you and some- 
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times they don’t. It is not necessary for them to have the money to 
support their family. 

r. Roosrveur. It is enough necessary so they go to work. If 
Uncle Henry comes, I think Uncle Henry can take care of himself 
couple of hours while they finish the job if they are getting a decent 
wage. If they have to leave home to work, why not pay them enough 
so they can get a baby sitter? This just does not make good sense to 
me. You are saying that these people deliberately do not want to 
work except here and there. I say to you if you paid them a decent 
wage they would be tickled to death to stay on the job all the time, 
your store management would improve and so would the general com- 
munity be helped, because there would be more purchasing power in 
the community. 

However, that is a difference of opinion and I do not think I am 
going to convince you but I would like to put it on the record. 

Mr. Biatock. I would like to have you employ a few of them, sir, 

Mr. Roosrvetr. I ran a business for quite some time and I went 
through pretty much what you went through, and it was a retail 
business, and I found when I had an employee who was that. kind 
of person, if I made it worth their while to stay on the job they stayed 
on the job and they were that much more efficient. 

Mr. Brarock. I do the same and I have some who draw some good 
money. 

Mr. Roosrvettr. And they are much better. 

Mr. Bratock. They certainly are. 

Mr. Roosrve.t. I agree with you and I think you have raised a point 
on page 3 with respect to the third group. I believe if we could work 
out some kind of formula so that the true individual who is not seek- 
ing regular employment could be given, at the discretion of the em- 
ployer, a 2-hour-a-day job or a 3-hour-a-day job or a job during the 
summer when he was looking to gain experience, and this could be 
truly regulated so it did not go into the field of taking jobs from 
people who are really looking for jobs, so that it was sort of a surplus 
thing that the employer did for the community and for the sake of 
the young people; make it advantageous for them. 

I would frankly be for that on the same ground that I am for the 
thing we discussed yesterday with the newspaper people, that the 
young boy who gets a newspaper route, even though he does it pretty 
much on a regular basis—and I think most of us who have had the 
experience of working at a job in the summertime for a short period 
for experience and as part of practical training find this is of value. 
I would ask your cooperation in coming up with some formula which 
would strictly define the jobs of this character so they did not come 
into the competitive labor market as such. 

I think you would find there was a very sympathetic hearing and 
understanding of such a proposal. So far, however, we have not 
found anybody who will come up and give us that kind of informa- 
tion and we very frankly would look for it. 

Again, I want to thank you. I must say, Mr. Blalock, I think 
you do the proponents of the measure somewhat of an unkindness in 
your conclusion. We are not quite as blackhearted as you make us 
appear. We honestly feel it is for the good of the country and the 
communities in general, and if you think it is wholly for political 
motives I assure you that is just not so. 
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On the other hand, we respect your motives, too, and it is in that 
spirit I am sure this committee will look at the legislation. 

Mr. Pucrnsxi. Mr. Meek, I would like to thank you for your very 
kind remarks in your opening statement. I notice, though, that just 
as you did not take my advice in 1954 you are not taking much of my 
advice now. 

Mr. Meex. I hope I don’t lose both times, though. 

Mr. Puctnsx1. Could you tell me how many retailers we have in 
Illinois? 

Mr. Meek. I think approximately 10,000—that is retailers. 

Mr. Pucinsx1. Of these how many would you say are now doing a 
business in excess of a million dollars gross annually ? 

Mr. Merex. I would estimate that it would run certainly about the 
same percentage Mr. Blalock mentioned, maybe 25 or 30 percent of 
these people would be doing half a million or over. I suspect that 
might be high. 

Mr. Puctnskr. Thirty percent are doing more than $500,000 gross? 

Mr. Merk. Possibly that is a high percentage. 

Mr. Pucrnsk1. How many of that 30 percent would you estimate are 
doing a gross business in excess of $1 million a year? 

Mr. Mrex. Maybe about 10 percent of that. I am speaking of 
numerical stores. 

Mr. Puctnskt1. Of the 10,000 stores in Illinois, about 1,000 of these 
retailers in Illinois do a business in excess of $1 million annually. 

Mr. Merk. I would think that would be a fair figure. 

Mr. Puctnskt. Would you have any idea what percentage of the 
gross volume of retail business in Illinois is handled by this 10 
percent ? 

Mr. Merk. A substantial amount is handled by the other 90 per- 
cent. I wish I had those figures. I did not anticipate the question 
but I suspect if we dig them up and give them to you you will be 
very much surprised at these little people and the business they do 
and the essential part of their business which if they did not do our 
economy would break down. They are really important. They are 
not fringe people. Their volume is substantially more than you would 
think it would be. 

Mr. Puctnski. To amplify that very statement that they are im- 
portant people, I wish to assure you that this committee considers 
them so important to the economy of this country that is the very 
reason why we are introducing this legislation, in order to protect 
this 90 percent of the small businessmen who are doing less than $1 
million gross volume annually, who are the men today we are trying 
to preserve in our economy because they hire two or three or four 
people in the community and I believe they serve the most important 
purpose of our economy. 

Now, would it surprise you if we pointed out that this 10 percent of 
retailers in Illinois who do more than $1 million gross volume 
annually actually siphon off—if my memory is correct, and I do not 
have the figure in front of me but I do recall seeing some statistics 
on it—I believe the figure runs to somewhere around 70 percent of the 
total gross volume. Therefore, this 10 percent that this legislation, or 
assuming that the legislation stops at $500,000, 30 percent of the 
Illinois retailers would be affected by this legislation. 
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However, assuming that Congress should go up to $1 million as 
has been indicated in some sources, then only 10 percent of the re- 
tailers in Illinois would be affected by this legislation, but this 10 
percent siphons off some 70 percent of the total gross retail business 
in Illinois. 

Now, of your membership in your particular organization, how 
many members do you have 4 

Mr. Meek. We have 1,955 dues-paying members. 

Mr. Puctnsxr. Of that number, how many of those do you think 
do a gross volume business in excess of $1 million annually ¢ 

Mr. Merx. This I was ready for. Some 39 percent of our members 
pay $15 dues, indicating less than $50,000 volume. About 62 percent 
pay $25 or less, which is $50,000 to $100,000 volume. That is pre- 
suming each merchant pays honestly on his formula. So, 74 percent 
of our membership would be out of your $500,000 or $1 million that 
you and Mr. Roosevelt are talking about. 

Mr. Pvcrnskt. About 74 percent would be out of the $500,000. 

Mr. Meex. I am only agreeing with your figures and not your 
conclusions. 

Mr. Puctnsk1. Would you estimate what percentage of your mem- 
bership would come under this legislation if it went to $1 million ? 

Mr. Meex. All of them within 30 days. 

Mr. Pvuctnskt. How do you figure that? 

Mr. Merk. If the other 25 percent went under it either by com- 

tition or by the harassment of labor organizations the others would 
immediately come under it. 

Mr. Pucinsxr. I wonder if your membership would agree with this 
statement for the simple reason that this small merchant, the magic 
of his survival is the fact that he gives very personalized service, and 
I am asking this from your own publication. 

This is the magic of the smal] business in Illinois and in America. 
He gives very personal service. He has a concern for that customer. 
He does not drive that customer away. He feels himself a part of that 
business. In order to retain this very personalized type of employee, 
that small businessman now is paying substantially more to keep that 
employee than the big chain operator where you get a much more 
impersonal service. 

s that not a fair conclusion ? 

Mr. Meek. I do not think that is a fair question. 

Mr. Pucrnskxt. Is it a fair conclusion ? 

Mr. Merk. I do not think it is an establishable conclusion. I do not 
think you will find that deviation but what actually—if the chairman 
will permit me to sum up the answer, if you are trying to help small 
business—and I honestly believe you have that in mind; and I am 
trying to help small business, and I hope you believe I have that in 
mind. 

Mr. Puctnski. You are undoubtedly the most stanch defender of 
Main Street in America and I cmaeedaiine you. 


Mr. Merk. Therefore, I feel your solution is wrong. If you will 
leave it to this same small businessman to roll with the punches, to 
adapt himself to the new competition, without the force of a compe- 
tent wage structure set by Government at the local level, he will at- 
tempt to go out and give this service by hiring Aunt Hattie, who is 
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disabled or who cannot work elsewhere, in contrast to Mr. Roosevelt’s 
conclusions why don’t she get a baby sitter. She can’t, or by Congress 
ruling by a $1,200 dollar exemption she loses that. Do you want to 
lose the potential of getting any help? The one factor we have over- 
looked in this little Sisbemtion so far is that while the retailer is in- 
herently selfish and he wants to defend his position, he honestly be- 
lieves that a great many thousands of marginal workers in this coun- 
try will be thrown out of employment because of this law because of 
the competitive factor. 

If you want to help small business I suggest you leave them alone 
and fa will work themselves out of the dilemma. 

Mr. Puctnsxt. Is it not a fact that that small businessman who be- 
longs to your organization or that 90 percent of retailers in Iilinois 
who are the small businessmen of this State and really the economic 
background of that State—isn’t it a fact that they are now today for 
the most part as, Mr. Blalock stated, paying much more than the 
minimum for good, reliable, steady employees. Are they not doing 
that now? Did not Mr. Blalock say he pays his employees, the perma- 
nent ones, more ? 

Mr. Merk. He pays them more than 85 cents. 

Mr. Puctnski. What do you pay an employee, Mr. Blalock, your 
good, steady, solid employees in that first category that you described ¢ 
I mean the career people. 

Mr. BuaLock. I operate a small store. The one I am thinking of 
makes $75 a week and every 8 weeks she gets an extra check and at 
Christmas time she gets a $750 bonus. She works 48 hours a week. 

Mr. Puctnsxi. From your retail news briefs, your most current edi- 
tion, you talked about Mr. Simeonson, a Pontiac merchant, and you 
talked about stamps. In your analysis, you say, “To get this extra 
meploree, I have to employ another man at a minimum of $300 a 
month.” 

Mr. Meek. That is the best proof in the world if you leave the man 
<i does he pay them $300 because competitively he has to 

0 it. 

Mr. Pucrnsxi. He is already doing it. 

Mr. Meex. By force of competition and Government edict. 

Mr. PuctnskI. Have you ever looked at the wage scale of the big 
chain operators ? 

Mr. Meek. May I interrupt you to this extent, to augment his 
testimony, we have taken surveys under our own State problem of 
merchants in Illinois who pay people less than $1 an hour. In the 
Burnt Prairies and Pecatonicas and the towns of Illinois that you 
know so well there are many, many merchants in crossroads towns who 
pay 65 cents, 75 cents, and 85 cents an hour. 

Mr. Puctnskt. They would be excluded. 

Mr. Meex. Not long, because they are in the trade area where the 
Feople would pay $1.25 an hour and whenever Mr. Meany or Mr. 

offa or the Teamsters Union gets together they will effectuate the 
organizations this affects. 

Mr. Puctnskt. What magic do they use now ? 

Mr. Meek. He hires the physically handicapped, the part time, the 
housewife. 

Mr. Puctnskt. That the big department store would not hire? 
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Mr. Merx. Yes, he hires them, and I think it is unfair to the com- 
mittee, if I may just say so, not to wait and hear Mr. Priehs because I 
heard his testimony late last night and I think a great many of the 
questions you are asking us will be answered by Mr. Priehs, and 
then I would be glad to talk all night. Mr. Pucinski knows that. 

Mr. Pucrysx1. One other point I want to bring up. Both you and 
Mr. Blalock made a strong point of the fact that President Roosevelt 
and President Truman considered the retail trade industry so unique 
that they excluded them from the fair labor standards, and I think 
you are right. 

In the days of President Roosevelt, you had the small businessman 
doing a very effective job and he was rightfully excluded from this 
legislation but you cannot tell me—and there are ample statistics to 
prove this point—in the last 10 years you have had a fantastic growth 
of the big supermarket chains, the big chain department stores that 
are every day driving that little businessman out of business. 

Is that not a fact ? 

Mr. Meek. They are certainly helping it along. 

Mr. Puctnsk1. So when we propose to include a certain segment of 
the retail industry under the baie labor standards, it is only because 
the situation regarding the small retailer that existed in this country 
20 years ago does not exist today and isn’t it a fact Mr. Meek, that 
when you have these big nationwide chains, they might be able to pay 
55 cents an hour in one part of the country; they may meet the pre- 
vailing scale in Chicago—they have to meet it 

Mr. Meex. Without a Federal law. 

Mr. Pvctnskr. But they can still undercut that small retailer in 
Chicago because of the savings they effect in the cost of labor in these 
other outlying areas and communities of the country where the labor 
standards are not quite that high. Is that not the single economics 
of why the big chains are smothering and strangling the little busi- 
nessman. 

Mr. Merx. I do not think that is the reason at all. We both have 
the same goal, obviously, but the goal you would follow is the one I 
think would kill the little fellow the quickest of all. It would take 
the adaptability and maneuverability away from him. He must in- 
evitably in the tiniest community bring himself up if he can to the 
minimum wage and the time and a half which you gentlemen would 
inflict upon him. 

If he could not, then his only other alternative is to dismiss these 
marginal employees with the effect on the economy, but to wind it all 
up in my own estimation, as I said in my feeble testimony, the issue is 
not one even of the economics of the matter; it is one of whether the 
Federal Government has the right and that is where I have to rest my 
case. 

Mr. Puctnskr. My final question is on page 2, this imaginary edict 
that you drew up and I see you have not lost the touch—you are still 
doing very well—but Mr. Meek, you really do not mean by order of 
the Government those employers who pay a minimum of $1,25 will be 
allowed to remain 








Mr. Meek. Yes, I do. 

Mr. Pucrnsxt. You have 45 million people in this country today 
covered by the Fair Labor Standards Act. They meet these standards 
and they continue to operate. 
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Mr. Mrex. But that does not take away the basic truth of the edict. 
Whether this bill is Federal or State, I do not think it is the function 
of the Government to control the prices and wages so we are off on the 
wrong edict. 

Mr. Puctnskt. You say: 

Only those those employers who pay $1.25 an hour will be allowed to remain 
open to the public. By force of this edict, all other employers, regardless of 
size, kind, location, ability, number of employees and political loyalty, must be 
closed. 

You know this legislation very specifically excludes any retailer 
doing less than $500 000 a year, and it may very well raise that. either 
to $950,000 or per haps even $1 million, but you completely ignore that. 

Mr. Meek. I would not care. I do not ignore it. 

I thoroughly agree with you in the fact that exemption prevails. 
Exemption is a stopgap. Exemption is somebody getting their foot 
in the door. Exemption is opening the State borders. Exemption is 
opening the floodgates. It is bringing every little one in. You have 
passed the principles of State rights responsibilities. You and I 
from 1954—that is the place where we have always fallen apart—I 
will get you alone over a steak 

Mr. Pucrysxt. Would both of you gentlemen be willing to change 
your opinion on this legislation because you are concerned about Fed- 

eral control, the Federal Government being i in your business and I 
Toee with you if we were able to pass some legislation here to free 
that businessman of all these census surveys and all this other stuff 
that he has to fill out for the Government, for the Commerce Depart- 
ment, for the various other agencies and turn this man loose to run his 
business as he wants to do, would you then have a different attitude 
toward this? 

Mr. Merk. Do you mean never federalize unemployment compen- 
sation and let him be free of the rest of this federalization 4 

Mr. Puctnskt. I have hundreds of letters from businessmen about 
all these questionnaires they have to fill out for the Government and I 
agree with these men. There are more surveys going around by the 
Federal Government that tie up the businessman’s time and he is not 
free to run his business because he is so busy answering questions for 
the Government. 

Mr. Meek. If you pass this you will eventually—not tomorrow—but 
by the slow process of having broken it down, you will have him so 
engulfed in redtape he will forever hate Mr. Pucinski. 

Mr. Puctnsxt. You have made a very impressive witness and I 
congratulate you on your testimony. 

Mr. Hiesranp. I’ am impelled to agree with my colleague, Mr. 
Pucinski, that both of you have made ‘excellent witnesses, and very 
effective ones. I would not interrupt because you were acquitting 
the retail fraternity very, very ably. I even hesitated to take time 
at all because your case is good, 

I know that most members of the committee appreciate that there 
isa great difference between dividends of businesses. A factory pro- 
duction line you can utilize 100 percent of an employee's time and 
you can pay him and compensate him just as well as possible depend- 
ing on the production for that 100 percent of his time. I know and 
I have gathered from both Mr. Blalock and you and that your desire 
is to compensate as much as possible for what the production can 
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be, but we do know and you know that in a small store there are lots 
of times when you do not have a mass traffic as you do in a big store, 

If we could always have mass traffic in every store, we could afford 
to pay our people much more because they would be busy every minute 
and those of us who have had retail experience share your conviction 
in that regard. 

I might suggest that that might be a point that should be included. 

For instance, in Mr. Blalock’s type of store where he has to open 
up in the morning whether there are any customers or there are not, 
and there is stockwork and various other things to do but there comes 
a lull, say, in the middle of the afternoon when there are no customers 
or very few but you have to have that store covered and policed and 
you have to pay those people for being there whether they can pro- 
duce during that time or not and I know that is part of the thought 
that Mr. Blalock had. Do you agree with me on that ? 

Mr. Buatock. Yes. 

Mr. Hiestanp. Perhaps there are some other added things we 
should put in the record. For instance, on this matter of the number 
of stores you surveyed, Mr. Blalock, you indicated that there were 
relatively few of them with over half a million dollar volume. Could 
we say that all of them are over $50,000 volume ? 

Mi’, Bratock. Yes, sir. 

Mr. Hirsranp. Then those stores would be competing just the same. 

Mr. Buiatock. Yes, sir. 

Mr. Hiesranp. Of these larger chains, Mr. Meek——— 

Mr. Puctnskt. What do you mean by they would be competing! 

Mr. Hrestanp. Competing for help at the standard wage rates. 
That was the point that was brought out. 

Of these larger chains that are gathering such a volume of business, 
could we say that there is a substantial proportion of those now 
paying less than the minimum ? 

Mr. Merk. I do not think there is as great a percentage of chains 
paying less than the minimum than there are little stores. I do not 
quite follow some of this argument. I think that the chains in all 
local competitive areas wherever they have to do it and they are run- 
ning their business at a profit and they are trying to get good help. 
They have to pay the going wage in the community and they of course 
are paying in my estimation just as good a wage as is the little store 
itself and I will assume you, Mr. Hiestand, that Ethan Roberts in 
Iowa—my father disliked the chainstores—but I am not going to let 
them be the whipping boy on this. I think you are arriving at the 
wrong conclusion if we blame them for its structure which is inherent 
in retailing and its part-time marginal work program anyway. 

Mr. Hiestanp. The scientifically managed chain will not put a store 
where there is not a pretty steady flow of business, so if they have 
their volume there they can keep those people busy practically all the 
time. 

Incidentally, some of them do not give too good service. A cus- 
tomer has to wait and wait to be waited on, but if the individual store 
tried that he would certainly kill his goodwill and the personality 
which has been referred to would cease to be an asset. 

Mr. Meek. Those are the ways rather than the other to get the 
competition level. 
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Mr. Hiestranp. I share your conviction that the way to help the 
small business is to take off the shackles and not put on any more 
shackles, That is a very effective argument and I congratulate you 
on it. 

Of these stores which you did survey, Mr. Blalock, I was not quite 
sure about the proportion. You did not have the exact figures be- 
cause you did not get them statistically, but in general, how many of 
that group paid below the minimum? What proportion of the help 
is paid below the present minimum? It is a pretty high percentage. 

Mr. Merx. Do you mean the present minimum of a dollar? 

Mr. Hiesranp. Yes. 

Mr. Buatock. I would have no way of actually knowing this or in 
remembering some of the comments that come through on the survey 
forms, it appeared that there would proveony be around 40 to 50 per- 
cent of the stores that were paying slightly less than $1. It would be 
about 50-50. 

Mr. Hiestanps. Of the total employees, could you hazard an ap- 
proximate opinion on that? 

Mr. Biatock. No; I could not. 

Mr. Hiestanp. Do you have any information? It is a difficult 
question. 

Mr. Meek. I would say the group that is paying less than that is 
probably higher than 50 percent, if you will pardon me, because I 
think from what I remember of his survey, he went into some pretty 
small towns and rural communities, and in competition with the other 
parts of the area, I do not know; they are trying to get by and get 
people to 65 and 75 and 85 cents an hour. I think there are more 
than 50 percent of them that are paying less than $1 an hour, 
numerically. 

Mr. Hiestanp. The groups that Mr. Blalock has outlined in my 
judgment are very important groups and they do provide a service to 
the small community by operating small businesses that we cannot 
provide seemingly any other way. I do congratulate you. 

Mr. Puctnsk1. You brought up the question of the big chainstores 
paying competitive salaries and that is true. I am sure that in Chi- 
cago and in some of the other large metropolitan areas the chainstore 
does pay a competitive salary, but this is true all over the country. I 
think if we were to take all of the employees working in chainstores 
across the board and compare them to the other employees working in 
retailing across the board, you would find that the ratio of the big 
chains’ salary schedule is substantially lower than the ratio of the 
smaller dealer. 

Mr. Blalock gave us the best answer for that. The smaller dealer 
wants personalized service and he pays a higher salary. He makes a 
smaller profit, too, on his investment. 

Mr. Hirsranp. I might add into the record here that I know of a 
number of chains which are paying on the average, and especially on 
the lower limits, much more than the large independent department 
stores. The large store may be below the minimum in many cases, but 
oe chains almost invariably have gotten it up to $1 and usually to 

1,25. 

Mr. Puctnsk1. Would you agree, though, that this legislation is 

designed to cover that retailer in America who can most afford to pay 
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a living salary, and this is the 3 percent, because actually across the 
country this legislation would cover approximately 3 percent of the 
total retailing force in America. That 3 percent does 70 percent of 
the retail business. 

Mr. Merx. Mr. Roosevelt, with your permission, I think Mr. Pucin- 
ski makes the cardinal error that he views the chainstore as a corporate 
structure with chains over the country for the merchant competing for 
the business, but the chain is just the same as Mr. Blalock’s store. He 
does not know him as achain. He know him as an independent com- 
petitor. Heisthere. Heis local. His problems and wants are local, 
so you are going to have to forget him as a chain. 

Mr. Puctnsxr. You know the big chains have special courses for 
their employees to make sure that the local community always views 
this chainstore as a local entity. They participate in all the local 
clubs and the affairs and everything else. 

Mr. Meex. I think it is fine. 

Mr. Pucrnsx1. I think it is fine, too, but it distorts the fact that 
these big chains when you look at their net profit nationwide, and 
compare . their net profit for the year to Mr. Blalock’s net profit for 
the year, and compare the ratio of their respective investment, the 
time that he puts into his store as a small merchant making $250,000 
gross a year, you will find that his profit does not get anyw vhere near 
the net. profit that these big corporations make at the end of the year. 

Mr. Meek. Mr. Roosevelt, I do not want to lose your friendship so 
I think we ought to quit, and I should like to say you have a man 
coming who is a big store, $2 million a year. Let’s hear his problem 
and I think you will get a lot of these questions answered. 

Mr. Puctnsxt. How many of these second group retailing employ- 
ees—and I hope this is not an unfair question because I do not intend 
it to be that way—but how many of these working mothers, and we 
had one yesterday who testified that she has taken on a job in order 
to supplement her husband’s income in order to make ends meet. 

How many of these people in the second class do you know who are 
really so-called two-car families? Would you say that a large per- 
centage of women who work afternoons who take on part- -time Jobs 
to supplement their family’s income really do it because they want a 
second car for their family ? 

Mr. Biatock. Perhaps that was a mistake of the play upon words. 
It was a figure of speech rather than an actuality. I was referring to 
emphasize ‘the fact that they were trying to help the family over “the 
rough spots because of sickness and pay bills that have accumulated 
that the head of the family cannot pay. 

Mr. Pucrnsx1. It is a necessity with them. 

Mr. Buiarock. Not entirely. They could possibly work it out but 
they cannot continue to buy any of the needed so-called luxuries. 

Mr. Pucrnsxt. They cannot buy the necessities. 

Mr. Meex. Pardon my interruption. I do not want to be facetious 
about the two-car angle, but you have to admit that women working 
looking forward to a free economy is a far better prospect for a new 
car than if she had no job at all. 

Mr. Puctnskt. Granted, but if she did not have to work, which she 
has to do today, we would not be having a White House Conference 
on Children and Youth over in Washington trying to find out what 
would happen to the youth of the country. 
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Mr. Meex. And how tragic it would be to force her out of a job by 
this minimum wage law. 

Mr. Puctnsx1. We may bring up the standard of the father of the 
house who is a breadwinner. 

Mr. Meek. Then leave the mother alone. 

Mr. Roosevett. I do not think either of us is going to convince the 
other, and I want to thank you very much. I can just say to you, 
Mr. Meek, it is a good thing in America to have two different points 
of view. You tried to convince the Illinois public of your points and 
you did not get very far, and all I can say is we do appreciate your 
presenting your testimony to the committee. 

Mr. Meek. You have been very gracious to me. 

Mr. Puctnsxr. If I were a retailer in Illinois I would certainly 
want you to be my spokesman. 

Mr. Rooseverr. The committee will now hear from Mr. George W. 
Priehs, who is executive vice president of John Priehs Mercantile 
Co. I believe that with Mr. Priehs is Mr. Rowland Jones, the presi- 
dent of the American Retail Federation. 

Do you gentlemen want to testify together ? 

Mr. Jones. Yes, please. 

Mr. Roosevett. Mr. Priehs, we have just about 45 minutes, and I 
notice that your testimony is rather full. Do you want to summarize 
it or do you want to try to read it? 


STATEMENT OF GEORGE W. PRIEHS, EXECUTIVE VICE PRESIDENT, 
JOHN PRIEHS MERCANTILE CO., MOUNT CLEMENS, MICH. 


Mr. Prrens. With such capable men on the committee hearing this, 
Iam afraid if I tried to summarize it I would be at a disadvantage. 

Mr. Roosrveir. You may proceed in your own way. 

Mr. Prrens. I am one of the stores that is going to be covered, and 
Iam one of the stores that this bill is aimed at. I would like to give 
you a little of my background because I feel that would qualify me to 
state the things I am doing. 

This statement concerning the proposed extension of the Fair Labor 
Standards Act and the effect of this extension on retailers in smaller 
communities is made by the writer as an everyday, working executive 
of a small department store. The statement represents the writer’s 
views based upon his intimate working knowledge of small retail 
store operations and the audited operational information obtained 
from the books of the retail store managed by him. 

My name is George W. Priehs, age 52, married, and a father of 
two daughters, one married, the other a university student. I was 
educated in the public school system of Mount Clemens, Mich. I 
received a B.A. degree from the University of Michigan in 1930. 

My first work experience was obtained as a newsboy at the age of 6. 
I worked part time in the family-owned store from the age of 12 
until I attended the university. I lived in Europe during 1930-31, 
and on my return was employed by the R. H. Macy Co. of New York 
City. Since 1932 I have been employed as general manager of the 
John Priehs Mercantile Co., owners of the Priehs Department Store 
in Mount Clemens. I am also vice president of the Priehs Realty Co., 

55097—60—pt. 122 
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and penises of the Medea Corporation, owners of the Medea Hotel 
and Mineral Baths in the same city. 

In the early 1930’s I authored the first study of a small retail store 
operation. This study was published ie the title “We Do 
$100,000.” I was appointed by President Roosevelt as a member of 
the seven-man delegation from Michigan to attend the first Washing- 
ton conference on the problems of small business. In 1941 I was com- 
missioned by the Fairchild Publications to write a series of 10 articles 
entitled “Retailing in Smaller Towns” dealing with the many opera- 
tional problems confronting the small store executive. I served as 
the small store’s representative on the Retail Advisory Committee of 
the War Production Board during World War IT. 

In 1953 1 was one of 100 merchants appointed to serve on the Na- 
tional Retail Merchants Association Committee on Dynamic Retailing 
in our Modern Economy to study the role of retailing in distributing 
the Nation’s productive capacity. I have at various times served on 
the advisory board of the smaller stores division of the same associ- 
ation and the board of directors of the Michigan Retailers Association 
which represents the majority of small retailers operating in my State. 

I hold a vocational certificate of approval from the Michigan State 
Board of Education to teach retail management problems in the dis- 
tributive educational programs of the public schools of Michigan. I 
am a member of the American Institute of Management, the Ameri- 
can Academy of Political and Social Science, the executive forum of 
the Committee for Economic Development. Iam in the Who’s Whoof 
Industry and Commerce. 

For the sake of clarity and mutual understanding, the terms “small 
retail business” and “smaller communities” as used in this statement 
are further defined. 

A small department store is considered by the United States De- 
periment of Commerce as any store doing less than $2 million volume 
annually. 

A smaller community is considered by marketing survey experts as 
any community not a primary retail distribution center, usually a a 
with less than 100,000 population, located outside a metropolitan trad- 
ing area. 

t should be borne in mind that the terms large and small as applied 
to retailing are relative terms. To illustrate, a department store with 
an overall annual volume of sales exceeding a xtihen dollars appears 
a giant to the owner of $50,000-volume dress store. Yet the volume of 
dresses sold by this dress store may appear large to a department whose 
dress volume is only $25,000 a year. The operational problems of the 
department stores’ dress department may be far greater than those 
of the dress shop. ' 

That these terms, large and small, are relative should be borne in 
mind when any legislation affecting retailing is under consideration. 

The John Priehs Mercantile Co. owns and operates the Priehs De- 
ponent Store. It is a closely held corporation. The store began 

yusiness in 1896 as a small country, general store. It is at present one 

of the oldest and largest volume stores operating in Macomb County. 
The store building is in downtown Mount Clemens, a city of 22,000. 
In 1932 its annual volume was less than $40,000. In 1959 the volume 
was slightly less than $2 million. 
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The daily operation of the store requires the employment of 100 to 
over 200 employees, depending upon the seasons and consumer demand. 
Employment is peaked during November and December. The lowest 
employment is during July and August. During these two summer 
months we employ temporary employees for vacation-time replace- 
ments. 

Over 50 of the company’s employees have been on the company’s 
payroll for 5 years and longer. Over 80 employees have been on the 
payroll for 1-year to 5-year periods. 

At any given period more than 25 percent of our payroll contains 
employees who at their own election and request work less than 30 
hours a week. These employees are classified as regular, part-timers. 
Some work part of each workday, others work 2 or 3 days a week. 

Some employees are employed for a few weeks each year during 
special promotions, Christmas season and other peak consumer-buying 

yeriods. These employees are not available to us for longer time 
Seated of their desire not to be employed on a regular full-time or 
part-time schedule. 

Over 70 percent of our payroll at any given time is made up of 
women. Of this 70 percent, over 80 percent are married women 
whose husbands are gainfully employed. Twenty percent of the 
women on our payroll are unmarried. Of these unmarried women, 
9) percent live with their parents and are not totally dependent upon 
their weekly salary for economic support. 

Over 80 percent of all the women on our payroll work because of 
their own individual preference rather than from economic necessity. 
None of these women are forced to work. The total loss of income 
would not affect the basic economy of their individual family unit, as 
the true source of family income is the husband’s paycheck. Most of 
the surplus income earned from their employment by us is spent on 
nonessentials for the family and home. This is a freely admitted 
fact by the women employees themselves. 

Not less than 10 percent of our payroll is comprised of high school 
students. More than half of these students are working in the store 
as part of the requirements of a retail course being taken for credit 
in the local high schools. The others are students who work after 
school and Saturdays. The income these young students earn 
augments allowances given them by their parents. Total loss of this 
income would not affect the economy of their respective families. 

Although the services of these students sometimes leaves much to 
be desired, the management follows its long-established policy of 
student employment as a means of giving employment experience to 
these young people. 

Since I started to work at 12 years of age, I subscribe to the fact 
that students have to start somewhere. However, should the cost of 
employing these young people become excessive, the management, for 
the sake of economy, would eliminate this group of employees from 
the payroll. If forced to pursue this policy, retailing would greatly 
add to the problem of teenage employment. 

_ Less than 20 of the store’s employees are classified as heads of fami- 
lies, economically responsible for the everyday needs of the family 
unit. Only 11 employees have dependents of which they are the sole 
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support. The others are members of a family group where either 
the husband, the wife or both are gainfully employed. 

During 1959 our company employed 271 people in order to keep 
our average staff at 106 employees. Of the 271, 80 employees were on 
the payroll 1 year and longer. The other 191 employees remained on 
our payroll for a period of less than 24 hours to 225 days. The ab- 
sentee records of the majority of these employees were astounding. 

Only two of this group were discharged for reason. The remaining 
189 left our employment for the following admitted reasons: 61 
accepted employment for limited time only; 29 children needed them 
at home; 12 were pregnant when they accepted employment—we did 
not know that, however, when they started; 9 moved from city; 27 
didn’t want to work longer; 12 husbands refused to allow them to 
work; 6 left to be married; 3 to go to school; 15 other employment 
opportunities; 17 didn’t report to work. 

From these severance interviews or lack of them, it can be reason- 
ably assumed that a majority of people entering retail employment 
consider such employment as a temporary stopgap, a convenient means 
of earning a little extra money, but certainly not permanent. In this 
respect, it must be admitted, retailing holds a unique position as an 
employer. Abraham Lincoln found store work a convenient place 
to prepare for the law practice. 

Sur store processed in 1959 over 800 job applications in order to 
select the 191 employees we needed for the 26 staff vacancies which 
opened throughout the year. A review of these job applications re- 
vealed less than half Sage oer their high school education. Of the 
191 we employed, very few had any previous retail experience or 
training. They represented almost 191 new problems for our per- 
sonnel staff. 

Considering that it takes at least 12 months to train a reasonably 
educated individual as a salesperson, it takes no expert to classify the 
majority employed as inexperienced trainees. 

Most of the applicants interviewed expressed little or no desire 
of entering our employment as permanent employees. The great ma- 
jority of applicants had little or no need for permanent economic 
employment, and considered any job offered as temporary and with- 
out too much obligation to continue after their need for a little extra 
income was satisfied. 

This situation is not peculiar to our store, nor is it a local condition, 
but a condition that faces all of retailing. 

In our community our store offers the greatest number of part-time 
job opportunities to the inexperienced working groups seeking tem- 
porary employment. Unlike industrial employers, our employment 
needs allow us to employ untrained, part-time workers. We can 
absorb these occasional workers because their request for employment 
coincides with our seasonable sales patterns. The employment of 
these in-and-outers and their pay peaile in no way affects the perma- 


nent career retail employees. The employment of these temporary 
workers affords them the occasional extra income they wish and assists 
in keeping the cost of retail distribution in line without creating any 
economic hardship on these temporary workers. ; 
The inability of our company to influence the consumer shopping 
and buying habits creates an uneven hourly production in our store 
measured by the day, week or month. Because of the uneven con- 
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sumer demand, the productivity of our average employee, which in- 
cludes both part-time and full-time employees, fluctuates from zero 
to 100-plus during a given workday. This uneven consumer demand 
throughout the year makes it an operational must for retailing to 
correlate most retail employees’ wages to the amount of merchandise 
sold. Most rates of retail pay are based upon the individual’s sales 
productivity over a given period which allows for the balancing of 
consumer demand. 

Retail productivity for the most part is based upon the number of 
contacts made with the consumer. Since the consumers’ buying 
habits are unpredictable, the hourly productivity of a retail employee 
is equally unpredictable. The rate of hourly production per retail 
employee depends for the most part on the needs and whims of the 
consumer, not in the slowing or the increasing of the speed of an 
assembly line. Regardless of the irrational hourly productivity of 
the retail employee, the annual wage earned compares favorably with 
that earned by hourly rated industrial workers; that is at least in the 
Michigan area. 

This fact should dispute the claims of industrial labor leaders who 
insist that all wage-earning employees should be subject to the Fair 
Labor Standards Act. To dalibs ‘ately confuse retailing and its 
employment practices with those of industry is to perpetuate a fraud 
on our economy. 

The Fair Labor Standards Act was originally designed to treat 
with the labor problems of industry. It was not designed as an all- 
embracing coverall. The original act spelled out its own limitations 
by the expressed exclusion of retailing from its coverage. 

The original exclusion of retailing from the broad coverage of the 
act was not due to any preferred position conferred on it. It was an 
out-and-out recognition that the inherent employment problems con- 
fronting retailers are far removed from those of industry. 

If industrial employment standards are forced upon retailing with- 
out qualifications, it is more than a probability that retailing will 
find it an economical must to give up its important role as the largest 
employer of the part-time, the a cy and the inexperienced 
worker. Should this happen, a large bloc of gainfully employed 
workers will be removed from the Nation’s work force, and its effect 
will be felt throughout our economy. 

The additional wage created by the extension of FLSA will never 
equal the loss of wages now paid by retailing to the part-time, the 
occasional, and the inexperienced workers. This elimination will take 
place because of retailing’s inability to meet the unrealistic minimum 
wage these workers must be paid under the extension of FLSA. 

In face of the low net profit shown by our store during the past 
several years, the additional payroll expense which the extension of 
FLSA will create must, of necessity, be passed on to our customers. 

Our company, nor any other retailer, can absorb the additional 
payroll costs that will be created by the extension of FLSA without 
Increasing our prices on consumer goods. According to our most 
conservative estimates, the increased payroll costs will amount to 7.5 
percent. Should this be typical of other retailers, this 7.5 percent in- 
crease In commodity prices will contribute a substantial reinforcement 
to the inflationary forces already threatening our economy. 
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The proposed extension of FLSA to cover all or part of retailin 
will increase our company’s payroll costs. If this cost is not to be 
added to the present consumer prices charged, it is necessary that ex- 
isting profits be sufficient to absorb the additional costs and still show 
some return on Investments. 

To determine the ability of our store to absorb this additional pay- 
roll cost. it is essential to examine where the consumer dollar goes 
and how much of this dollar our store retains now as profit. 

For this purpose the operation statement of our company for 1959 
is submitted for examination. Although this statement is not typical 
of every retail operation in the country, it is typical enough to repre- 
sent the majority of retail operations. 


How the company spent the consumer dollar in 1959 








Cents 

neu WS ee ee PO ce 63. 67 
Puente Cet ELUOU Seu fete Lei cs Silt a ened: 19. 50 
TE ni i sett bits itin dem nnn die iewenianic Spree 4. 32 
2 ae a REET. HE AE 3. 28 
Neen is esd tes mpenioes rmoe einai eins manerebinngr> 1. 76 
SEB ESSE ER DE SENS SAL 08 RSS GL LS toe . 57 
Proetent on incoiiing merchand@ise.._ sooo ok ee +e 1.31 
a ie i adel bale id ie dan eden tc chee . 92 
I te tam ippnen nee 1,3 
a tte ett a tte et Lae ceneiiee TARE 8 . 88 
a RE DRI OS Rene ESA ES . 66 
eee, Guana is Mn 0 ete Ee oe el ela 76 
ELE RT OE TE, OE a Tee ees ee a 98. 88 
i Sit al GA ae ea RS ae an 
ee La SO ri eek Jue i ters Jak ~ 100, 00 


The alarming decrease of retail profits during the past 12 years 
is disclosed in Bulletin 155 of the Graduate School Bureau of Busi- 
ness Research, Harvard University. The profit margin of the aver- 
age retail store in the past 12 years has dropped from 8.9 percent in 
1947 to 2.25 percent in 1959. This 6.7 percent reduction of net profit 
margin in the 12-year period has been the result of cost absorp- 
tion by retailers without corresponding increase in consumer prices. 

Since 1957, in just 2 years, our store absorbed the following, in- 
creases In operating costs: 12 percent increase in freight costs; 6 per- 
cent. increase in advertising costs; 3 percent increase in State and lo- 
cal taxes; 8 percent increase in fuel; 10 percent increase in electrical 
costs; 38 percent increase in insurance costs, thanks to the Supreme 
Court of Michigan. 

It should be obviously clear in face of the above disclosure that 
any increase in our payroll costs must be reflected in increased prices 
on consumer goods. During 1960 our store will be faced with other 
increased operating costs—increased parcel post charges, increased 
mailing and postage charges, increased telephone charges, incre 
city, school, and county taxes, increased business taxes. Our com- 
pany received notices in March from the city that our personal and 
property tax assessments have been increased. 

For the purpose of illustration, the following comparative week- 
ly payrolls are submitted. These costs are based upon our com- 
pany’s average weekly payroll, indicating the mean average number 
of employees and employment classifications needed to operate our 
store. 
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Our store is opened 6 days a week and 2 nights till 9 p.m., a total 
of 60 work hours. We have remained open only because our com- 
petitors remain open that number of hours, and in some instances 
some of them remain open 6 days a week. 

Our employees are on a 44-hour work schedule. Under the pro- 
posed extension of FLSA, our workweek will remain as is due to 
consumer preference. Our employees can work a minimum of 40 
hours at $1.25 per hour plus $1.8714 for any overtime worked. 


Weekly payroll required by FLSA 


60 salespeople at $57.50 plus overtime_________--____________________-_ $3, 350 
12 assistant department managers,’ at $83,50_________________-_-________ 1, 002 
12 department buyers,’ at $160____.__---_-___------________---_______- 1, 820 
10 offices permonmeal! nt; BM. cst xsi ish edn n ce iedbeccnetn line 550 
6 maintenance personnel,’ at $100___._-__-____----__-----__--_--___-__ 600 
ET I, oo, Ls ese vendreetetetnereee ere pena aieren 40 
% unclassified personnel *_ oo... lt 2, 625 

Total: FLSA weekly peyroll soe cme seis nee ch nn en 10, 487 


1The extension of FLSA would not result in increased individual productivity. The 
resulting wage increase must be considered an involuntary, across-the-board, required up- 
grading. If our store is forced to upgrade minimum wages, it will be necessary for us to 
upgrade all employees not affected by FLSA. If we did not upgrade other employees, we 
would be plagued with discontent throughout our entire organization. In fairness to all 
employees, we will be obligated to adjust all salaries by a minimum of 15 percent. Should 
we not do so, the resulting discontent would make our organization an easy prey for any 
union organizer. In my opinion, union leaders are confident that the extension of FLSA 
will lead to discontent in many retail organizations, making retailing a ripe melon for large- 
scale union organization drives. Retailing to date has been a thorn in the side of union 
leaders because it has resisted the large-scale unionization of its employees. 


Present weekly payroll 


per enieapoorio (at) $a0o we i ee) ea Lie to. wise $2, 400 
12 assistant department managers__........---_...._-_--___--_______- S40 
Eat nn ne eR alr AI lh Bits hacen We i Bates Pn hate! Mii og 1, 500 
rene ma ren Saree 20 Oe A ena. Se eee tees 450 
Pees eRees Wan yeesS. . ik UU oe ee ee ee eee 420 
a Dart Thane CMO COR ais oki eddies nieces bnivens eae cmembyen 375 
ee eee ee EE ae cee ee ee een mene Pe 1, 900 

ZUCKE DOORET WeeETy DNVTOLL oe ee i 7, 885 


Comparative annual payrolls before and after FLSA 


Aniuat payron' Gnder FiBAL S252 2 est so $545, 324 
Annual) payroli et prosehtiiiu ici. di ee i ees 410, 020 


Additional payroll costs required by FLSA without any benefit 
DO WS We rice eon nee eam cag nam on amen pian mieie 135, 304 
In addition to the above increased payroll, it will be necessary for 
our store to add the following extra charges which are tied to payroll 
costs : 











Additional social: security io. 26 el $4, 059. 12 
Additional unemployment tax__................-_...---_--.--_-_-- 2, 435. 47 
Is OR i ee 6, 804. 00 
Increased payroll record cost ?_...____-_-_------____-___ 3, 600. 00 
pacrenned “onal Bey Pia Oe es eo eh el ae 2, 500. 00 
Additional compensation insurance____________-.._---------------- 286. 00 

Total further payroll costs___.___.___.-_________ Ay 19, 684. 79 


1 Increases caused by tie-in of vacation to weekly earnings. 
. Ae gg by a more detailed earnings record for each employee as demanded by Gov- 
thmen 
® Caused by tie-in with annual earnings. 
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The total additional charge to our payroll under FLSA would 
amount to the staggering total of $154,988.79. This additional charge 
would be assessed to our operational cost without any increase in the 
efficiency or productivity of our personnel. I have tried to give more 
people more money on certain jobs, and we never got better produc- 
tivity just because we paid them more. Money does not determine 
in many instances the productivity of a person. 

This charge would more than equal 10 times our 1959 net income 
after taxes. Even if we were willing to operate our business on a 
nonprofit basis, there still would remain an amount exceeding $125,- 
000 that would have to be passed on to the consuming public as a price 
increase for our store to break even. 

If the proposed extension of FLSA should include our company 
with retail sales slightly under $2 million, we would have to increase 
our prices by not less than 7.5 percent just to cover increased payroll 
costs. Neither the consuming public nor our employees would gain. 
The consumer would pay more and our employees, because they are 
customers, would receive more wages in order to pay more for what 
they purchase. 

The low net profit ratio experienced by retailing indicates that re- 
tailing cannot be asked to absorb further cost increases. Its net profit 
margin stands the lowest of any segment of our economy. If the 
extension of FLSA should come about, it is a reasonable assumption 
that retail prices will be raised by not less than 7.5 percent. 

This increase in price could well cause a slowing down of consumer 
spending, resulting in another 1958 recession. In his book “The 
Powerful Consumer”, published last week, Professor Katona of the 
University of Michigan’s famed Survey Research Center, points out: 

Consumers are basically conservative, and since World War II they have 
checked inflation by a reluctance to buy when prices are apt to rise, although 
a business recession may cause more human suffering than creeping inflation. 

He further points out that the consumers are confident that Govern- 
ment action can ward off a depression and help maintain full employ- 
ment. The extension of the FLSA will work contrary to this expecta- 
tion. By forcing a price rise it is inflationary. By forcing retailing 
to close its doors to the inexperienced, the unskilled part-time and 
the temporary employee, FLSA destroys job opportunities. 

Our economy cannot afford to lose the purchasing power that. the 
part-time jobs in retailing afford. FLSA applied to retailing will 
destroy job opportunities. What good is a minimum wage to those 
who will be denied the opportunity to earn it ? 

Who then is behind the extension of FLSA? Certainly not the 
consumer, not the majority of retail employees, nor the retailers. 
Professor Katona in this book, based upon 50,000 consumer interviews, 
points out that the majority of Americans have never been out of a 
job and most are satisfied with their job, their standard of living and 
their present income. 

Since retailing is the third largest employer group in the Nation, 
these interviewed Americans must have included a large number of 
satisfied retail employees. 

It is a sincere hope held by this writer that those charged with the 
responsibility of judging the economic and political wisdom of extend- 
ing FLSA to cover all or part of retailing located in small or large 
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communities shall carefully weigh the total effect such extension shall 
have on national economy, the consumer, the retailer, and especially the 
temporary, inexperienced part- -time worker. 

The following summary is offered to aid in reaching a fair and 
honest conclusion : 

(1) The majority of retail employees do not depend upon the wages 
“sree as the sole financial support of the individual family unit. 

2) The earnings of many retail employees serve only to augment 
Ms family income, helping toward the purchase of nonessential extras. 

(3) The rate of pay in retailing for the most part must of necessity 
be intimately related to sales productivity rather than to hourly rates 
of pay. ‘This is brought about by the inability of anyone to regulate 
and even out consumer demand in order to secure a relatively stable 
hourly production throughout the work day, week, month, and year. 

(4) The problem of hourly productivity in retailing is in no way 
similar to the man-regulated productivity in most of industry. 

(5) The proposed extension of FLSA and its corresponding in- 
crease In wage rates is in no way related to increased productivity. 
This being so, the proposed extension is nothing more or less than a 
forced basic wage boost which lends itself to increasing the inflation- 
ary pressures thre: atening our economy. 

(6) The increased payroll costs, the extension of FLSA demands, 
must be passed on to the consumer because of the inability of ret: ailing 
toabsorb further additional cash. 

(7) The cor responding increase in the costs of consumer goods will 
substantially raise the cost-of-living index, causing further and sub- 
stantial rise in industrial wages which by contract are tied to this 
index. 

(8) This pressure for the extension of FLSA does not come from 
the retail employees, the consumer, nor retailing. The pressure is 
coming from industrial labor organizations and their leaders who 
choose to ignore the difference between industrial and retailing em- 
ployment. problems and are willing to create discontent among retail 
wy, ees to further their own purposes. 

(9) The average American consumer, according to Professor Ka- 
tona, is satisfied with his present job, his st: indard of livi ing and his 
present income. 

(10) The proposed extension of FLSA will serve only to increase 
the inflationary pressures which are dangerously threatening our 
present economy and economic well-being. 

The extension of FLSA to cover retailing, large or small or both, 
will serve only to raise consumer prices without a corresponding i in- 
crease in the productivity of the retail worker. It will help to close 
the door on the employment of inexperienced, part-time workers in 
retailing. It will add a dangerous weight to the inflation forces that 
can well destroy our present economy. 

Mr. Puctryskt. On this present weekly payroll you were speaking 
of, you estimate that your present payroll is $410,000 annually ? 

Mr. Prrens. No. That would be under the extension. Our present 
one is $7,885 per week. 

Mr. Puctysxt. Your present payroll is $7,000 a week. You say you 
have 60 salespeople working at $40 a week. If this act were passed 
they are now covered, are they not ¢ 
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Mr. Prrens. No. The act is a sliding scale. The act for the un- 
initiated is very nice. You promise them this year it is $1, next year 
$1.15, and the following year $1.25. 

Mr. Puctnsxt. That is in the Kennedy bill. 

These 40 people would not be effected. Your 12 assistant 

Mr. Prieus. We would because of the overtime. They would be 
affected. 

Mr. Puctnskt. $40 for a 44-hour week. So they would be affected to 
the extent of the 4 hours. 

Mr. Prieus. No. They would be affected by more than that. 

Mr. Pucrnsxi. I am interrupting you only because I think you are 
making an excellent presentation, and I would like to understand these 
figures, 

Mr. Prizus. Because you are going to put as I understand the act, 
and I may be wrong, you will put on my competitors a $1.25 mini- 
mum. I run a sizable department store and 12 miles away J. L. Hud- 
son runs in one direction $100 million, about an hour away. About 
40 minutes from me they run about a $40 million store and at East 
Lansing they do about $60 million. I have Sears and Wards, as far 
as competing except in buying, and they are talking about chain- 
stores—I can’t get in the manufacturing business. That is where some 
of these people—where you were talking about their large turnover on 
their investment, because they are big enough to design their own 
merchandise. 

Mr, Pucrnsk1. The reason I ask you this question, on the basis of 
your chart on page 7 where you state that you are now paying 19.5 
percent of your gross which goes to employees—assuming that is your 
total payroll—you said in your statement that this legislation would 
increase your payroll by 8 percent—— 

Mr. Prrens. Seven and one-half percent. 

Mr. Puctnsxt. This is where I am confused. On the basis of your 
own. statement, if this act would increase your payroll by 714 per- 
cent and if you had a total gross volume of business of $1 million a 
year—I am assuming you have more—— 

Mr. Prrexs. $2 million. 

Mr. Pucinsxi. Then actually on the basis of $2 billion, on the 
basis of your own figures, the increase, using the 714 figure, would 
be $75,000 a year. 

Your table here shows $125,000 and I do not quite understand how 
you arrive at those figures. You say in your statement that this 
legislation would cost you 714 percent more. 

Mr. Prieus. Yes; because you have additional weekly payroll of 
$19,000 that I have to pay. I have to pay additional social security 
tax. You did not take $19,604.79 additional to this payroll into 
account. 

Mr. Roosrverr. Actually you gave increases to all of your other 
personnel to keep the differential the same. 

Mr. Priens. That is right. You have to do that. 

Mr. Puctnsxr. On the basis of your present weekly payroll I can 
see only one category of employees that would be affected by this 
legislation, if my figures are correct. 

Mr. Priens. I understand you were a newspaperman and you were 
a good man, and if somebody else got near your salary you would 
be discontented. That is what I meant by this. 
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Mr. Pucrnsxi. Thank you very much for clarifying that. 

Mr. Roosrvett. I don’t think there has been any testimony here 
that the majority of those workers is satisfied and this is not aimed 
at the majority of those workers. It is the minority of those workers. 

I would just like to ask you if what you say is true as to the dire 
effects, what happened when the other minimum wage increases 
went in? The unemployment figure does not show that they lost 
their jobs nor that everybody got thrown out of: business in this dire 
manner you have painted here. 

Mr. Prrens. Merchandising is not an industrial production line, 
and every time a manufacturer pays 1, 2, or 20 or 25 cents more he 
ean control the productivity of his labor. In retailing we cannot 
do so. 

The productivity historically in retailing is based upon what that 
individual can sell over a given period and not on how many hours 
they work. Our retailing people have been satisfied with that, and 
the very fact they have been satisfied proves that they have fought 
unionization themselves. 

Now let me show you what productivity would be. At the present 
$l-an-hour wage the average salesperson must take in $15 an fone to 
meet. a 7 percent sales cost, which is more or less historic on certain 
items, and I have for $10 this sort of thing and the merchants have 
that down to 100 and some departments. 

If you will raise the standards at $1.25, and I do not say that is 
the figure, and I am using that, and pay time and one-half, that same 
salesperson, to warrant that $1.87 straight and overtime, would have 
to sell $25 per hour, which is approximately $10 more per hour, and 
they cannot do it. 

I have been in retailing for 40 some years and I am sympathetic 
with the salepeople because I started when I was 19. 

Mr. Rooseverr. What happens in a State like California where 
we have a minimum wage of gi applying to minimum wages? How 
do they get along? 

Mr. Priexs. Do they? Do you think the dropping of 8.9 percent 
profit. to 2.25—I do not think so. When I see retailing’s profit com- 
pared with industry I think every retailer in America is stupid to 
keep his money invested in retailing. 

Mr. Roosevetr. That may be, but I think you will find they are 
still in business. 

Mr. Priens. You said you have been in the retail business and it 
is better to talk to a former retailer than someone who has not been 
in the business. I am not talking about the career retailing man. He 
does not have to worry about the minimum. I am worrying about 
this 35 to 40 percent which comes in at their own election and goes 
out at their own election and you want to protect those people. They 
are happy. 

I talked to a woman who comes in here. She is a college-trained 
girl. She is just married. She does not want to go in a plant where 
she can get $1.50. She likes to be in retailing. She wants to work 
maybe 3 weeks at Christmas time because papa is not making quite 
enough. He is a young struggling lawyer, and say this is the second 
year he has had his shingle out. She works just a little so she can 
give a little better Christmas to the kids. She is happy and con- 
tented with what she gets. 
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That is 35 to 40 percent of the total number of people who come 
in and out of retailing. 

Mr. Roosrvetr. Not according to your list here. 

Mr. Pucrnsxi. On the basis of your statement on page 9—— 

Mr. Priens. Let’s go back to where I give you how many people 
we employed to keep 26 vacancies open ; 191 people floated in and out 
of those 26 vacancies. 

Mr. Rooseverr. That is what we do not think is a sound part of 
your business, and that is exactly what creates inefliciency in your 
business. You are attracting the floater because you will not pay the 
wages to anybody who does not want to be a floater. 

Mr. Prreus. I have to disagree with all due respect because the cost 
of merchandising is 63.67. I cannot control that. I cannot contrel 
rent and occupancy. I can to a point control advertising and dis- 
play. I cannot control taxes. I cannot control miscellaneous ex- 
pense—yes, to a degree—and incoming freight. You people—not 
you but one of the commissions in Washington gives the increase to 
freight. I cannot control that. 

Mr. Roosrver. If there were more people buying the merchandise 
maybe you could buy at a greater volume and the cost would go 
down 

Mr. Priens. The greatest fallacy in this business is that—volume 
cures nothing. 

Mr. Pucrnsxr. Where does that money go because the people that 
would earn more money in your store, assuming they got a salary in- 
crease, where does that money go? It comes right back to you. 

Mr. Priens. These people are more willing to accept less than the 
minimum to work when they want to than for me to force them to 
say if you want the maximum, what we call the minimum wage, you 
have to work 8 hours a day for 5 days. They say they do not. want 
that. They do not want to be employed on that basis. 

Mr. Pucrnsxt. I think your statement is correct to a certain extent, 
but is it not a fact that these people are willing to work when you 
want them to work, when you have your Christmas rush, when you 
have your sales, when you have your other increased demand because 
of increased volume. Is that not the reason ? 

Mr. Prreus. Unless you have been in retailing, and your statement 
sounds very logical 

Mr. Pucrysxt. Do you mean anyone can walk into your store any 
time and say, “Mr. Priehs, I need $200 to buy a washing machine, 
So I want a job in your store. I only want to work 6 days and I am 
willing to work for 75 cents an hour”? 

Mr. Prirus. Nobody comes in and tells me they want to buy a $200 
washing machine. 

Mr. Puctxsxt. These part-time employees come to you and make 
themselves available to you, and when you want them, because of your 
special needs. 

Mr. Priens. This is a mutual agreement. They come in and ask 
if we have a job. If we tell them we will have one next week, they do 
not make themselves available if they have something else to "do. 

Mr. Pucrnsxt. Or if they have a better salary. 

Mr. Prrens. It isa funny thing I have found in my life, and T have 
worked for salaries, too. Salary is not the primary consideration. 
It is only in the minds of the labor unionists that salary cures all. 
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I had offered to me almost twice what I was making, but I had 
more satisfaction staying at the job because it gave me a lot of other 
things. ub 2 

The average woman can become a waitress. The waitresses make 
twice as much money as the person behind the counter, but she wants 
that job because she thinks it gives her a little more dignity, and 
she does not work hard. The average girl stands around 20 or 30 
minutes when there is nothing to do. They get together. You see 
them in every store in the country. They are gabbing. They do not 
work with that type of efficiency. 

Mr. Pvcrnsxt. Some of the frustrations that these retail clerks 
have to go through; it is one of the toughest occupations in this 
country. 

Mr. Priens. If you like it, it is one of the finest and easiest occupa- 
tions. 

Mr. Puctnskr. One dissatisfied customer can rattle you for the rest 
of the day. 

Mr. Roosrveir. There is another witness who I think is entitled to 
time. 

Mr. Hrestanp. I have remained out of this colloquy because I felt 
that the witness was making a magnificent account and that he was 
very effective. 

I view this again as having been a merchant, and I see these figures 
and I know that they are sound. 

I do know and hasten to tell you of the great good will in the 
town of Mount Clemens that your institution has won and is holding. 
That is in tough competition. You would not have been doing that 
and you would not have succeeded and you would not have survived 
had you not given the customers what they wanted in that and in 
service. 

I just question whether you could say the flat word that such an 
increase would put you out of competition, bearing in mind that the 
J. L. Hudson Co. probably pays more than the $1.25 base anyway. 

Mr. Prreus. The level is at about $40, but the experienced people 
we pay as much as they do, and vice versa. 

Of course, Hudson's is a closed corporation as ours and if the truth 
were known, and if they were to present, and they will not do and 
I don’t blame them, their operating statement does not look very good 
this year either. 

_ Mr. Higsranp. Would this tend to make your problem of compe- 
tition more difficult ? 

Mr. Prreus. Yes, it would. 

Mr. Hiesranp. I commend you for the statement, and I commend 
you as a former J. L. Hudson man. 

Mr. Pucrxskrt. Would you believe that, because obviously Mr. 
Priehs is an employer with a conscience, and his salary schedule is a 
pretty good one here when you break it down on a weekly basis. 
Certainly I think it is a higher salary schedule than other people in 
the retail business have. 

Mr. Prreus. With your permission, Mr. Chairman, I would like 
to say if I had to work in California where a woman did not have to 
buy a coat and coal and a few other things—that is why retailing is 
a local condition. These people in the South could get along better 
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at 75 cents an hour than some of the girls in the north at $1.25 an 
hour. If our climate were the same as in Puerto Rico and Cuba where 
the climate is the same, you have a tremendous difference. 

Your cost of goods on the California coast is higher because you 
have to import—I call it import, but freight it all the w ay into Cali- 
fornia. I was shocked for the first time in my life when I went to 
San Francisco and saw the difference in retail prices which were 
charged. But when I looked at the freight charges—you see, you 
have to charge that, and the girls have to get the salary to buy that 
merchandise. 

Mr. Pucrnsx1. Apparently you have made a great contribution to 
your community and you have a good reputation because apparently 
you pay good salaries, for the most part. 

Mr. Prirus. When the inexperienced people come in, I am not 
going to pay them the same as the girl who has been with me 5 or 6 
years. It is ridiculous, and not one of my people in that town ever 
starved for working for less than the minimum wage. 

Mr. Roosevetr. Thank you very much, Mr. Priehs. We certainly 
do appreciate your very frank and fair discussion, sir. 

Our last witness this morning will be Mr. Rowland Jones, the presi- 
dent. of the American Retail Federation. 

We are happy to have you with us. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION 


Mr. Jones. My name is Rowland Jones, Jr. I am president of the 
American Retail Federation. The American Retail Federation is a 
federation of 30 national retail associations and 38 statewide asso- 
ciations of retailers, representing through their combined member- 
ship more than 800,000 retail establishments. The offices of the fed- 
eration are at 1145 19th Street NW., Washington, D.C. The names 
of the member associations joining in this statement are attached. 

The American Retail Federation submits this statement to present 
its views on H.R. 4488 and similar bills which would virtually de- 
stroy the retail exemption in the Fair Labor Standards Act of 1938, 
as amended. This exemption, which has been in the act since its 
inception, would be destroyed by a vast extension of Federal power 
and by a nearly complete change in the concept of the act. 

Briefly stated, the present law bases its concept of coverage on the 
nature of the duties of the employee and covers employees who are 
engaged in interstate commerce or in the production of goods for 
interstate commerce. The bill goes far beyond and proposes to ex- 
tend coverage based on the nature of the activities of an employer. 
In short, this bill would cover all employees of any employer who was 
engaged in any activity affecting interstate commerce. The latter is 
defined in part as being an activity competing with an activity in 
commerce. 

The American Retail Federation vigorously opposes these proposals 
because : 

1. Retailing is local in nature; the vast bulk of retail sales are not 
made in interstate commerce. 

2. Such a vast extension of the Federal power to regulate local 
intrastate industry cannot be just*fied by the facts. 
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3. It is proposed to regulate retail enterprises on the basis of size, 
a proposal which is highly discriminatory in nature. 

4. The effect of these proposals would be to increase retail costs and 
thus increase retail prices, which would be highly inflationary in 
nature, since the increase in cost would not be accompanied by an in- 
crease in productivity. 

5. 1f enacted into law, these proposals would be costly to adminis- 
ter and virtually impossible to police equitably. 

The act now exempts employees of any retail establishment when 
more than 50 percent of the sales of the establishment are made in the 
State in which the establishment is located. This exemption did not 
just happen into the law. It was carefully thought out at the very 
beginning. In proposing a minimum wage law in 1937, President 
Roosevelt stated : 

There are many purely local pursuits and services which no Federal legislation 
can effectively cover. 

Similarly, Senator Black, now Justice Black of the U.S. Supreme 
Court, who sponsored the original wage and hour bill in the Senate, 
said : 

Businesses of a purely local type which serve a particular local community, 
and which do not send their products into the streams of interstate commerce, 
can be better regulated by the laws of the communities in which the business 
units operate. 

These statements are as true today as they were in 1937-38. _Retail- 
ers do not compete with retailers in other States, nor even in other 
cities. They compete with local merchants in the same town and, in 
the case of the smaller merchants, only with merchants in the same 
part of the town. They sell to the same local customers and draw 
their employees from the same local labor market. Wages and prices 
are largely determined by local conditions and by local conditions 
alone. Conditions in one town have little or no effect on conditions 
in another town. 

Retailing, regardless of the kind or the size of its operations, is 
essentially intrastate in character. It is quite true that there are many 
large retail organizations, many which do business in more than one 
State. But nevertheless these retailers in their individual store oper- 
ations—and it is in the individual store where the merchandise must 
be sold to the customer—are no different from the corner grocery store 
or the general store at the village crossroads. They must tailor their 
operations to suit their customers’ needs and shopping habits, and 
they must draw their employees from the local labor market. 

If wages and hours of retail stores need regulating, this should be 
done at the State level where the complexities of local conditions can 
be studied and appraised and where solutions can be found which are 
fair and nondiscriminatory. A Federal standard simply cannot be 
drawn that will fit the needs of the retail industry. If the standard 
is high enough to fit the conditions in a high-cost town or State, it 
becomes far more than a minimum in a low-cost locality. A standard 
based on the needs and conditions of a low-cost locality becomes ridic- 
ulous in a high-cost one. 

This is aptly illustrated in a survey of retail wages and hours con- 
ducted by the Bureau of Labor Statistics in 1956. This survey, “Em- 


ployee Earnings in Retail Trade, October 1956,” shows the wide 
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variance in retail wages geographically, by size of community and by 
type of retailing. For example, in 1956, with a national ave 
hourly wage of $1.41, the survey shows an average wage of $1.68 in 
the West and $1.16 in the South. In metropolitan areas, the average 
is $1.50, and the range is from a high of $1.93 to a low of 96 cents as 
between different kinds of retail operation. As between different 
kinds of retailing, on a national basis, the range is from a high of 
$2.09 to a low of 72 cents. Incidentally, since these figures were com- 
piled there has been an increase in average retail wages throughout 
the country of about 13 percent, according to the latest information 
available from the BLS. Upward adjustments should be made in all 
of these and other figures quoted later in this statement. 

Obviously, a Federal wage standard cannot be applied to wage rates 
as divergent as these with any kind of equity or without discriminating 
between regions or types of business. It is equally obvious that, if 
regulation is needed, the States are the proper bodies to perform this 
function. In this connection, it is often stated that leaving the prob- 
lem to the States means that no consideration will be given to it, 

Nothing could be further from the truth. In 1949, 20 States had 
seen fit to regulate wages and hours in retailing. Since that time, up 
to the end of 1959, the Federal minimum had been raised 33.3 percent, 

What is the State record ? 

All but three of these States have raised their minimums, most of 
them by more than 50 percent, with some as high as 100 percent or 
more. Many of them broadened their coverage to include men as 
well as women and minors. Since 1949 and by the end of 1959 nine 
other States began the regulation of retail wages and hours. 

Thus, the States can do whatever is needed, if it is needed. To 
some, they may appear at times to move too slowly, but those who 
complain about this alleged slowness should remember that our eco- 
nomic society is a living, growing entity. It is not something that 
can be rearranged in a minute like an edifice made of a child’s building 
blocks. 

The Federation’s second reason for opposing this bill is that they 
represent an unwarranted extension of Federal power into the purely 
local conditions of retailing. 

As already stated, the bill changes the concept of coverage so as to 
include under Federal wage and hour regulation all employees of any 
employer who is engaged in an activity affecting interstate commerce, 
The term activity affecting interstate commerce is broadly defined. 
It includes, among other things, any activity necessary to or compet- 
ing with any activity in commerce. The enactment of this definition 
into law would be a far greater extension of the Federal power over 
business than is contained in any existing statute. 

The only justification for such an extension of Federal authority 
is that a serious situation exists for which no other remedy is available. 
However, it has already been shown that another remedy is available, 
the exercise of State authority, and that to a substantial degree the 
States are using this authority. Furthermore, the figures simply do 
not bear out the contentions that a serious situation exists. 

The BLS survey previously referred to shows that out of 6,033,000 
retail employees in 1956, 4,446,000 received $1 an hour or more. This 
is 74 percent of all retail employees. 
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Does the fact that approximately one-quarter of retail employees 
receive less than $1 an hour constitute a serious situation in which 
almost emergency use of Federal power is required ? 

The lack of a critical situation becomes even more apparent when 
the figures are broken down geographically. In the Northeast 82 

rcent of retail employees received $1 an hour or more. In the North 
Central section the figure was 76 percent; in the West 89 percent; and 
in the South the figure was 55 percent. 

It should be reemphasized here that there has been about a 13-per- 
cent increase in average retail wages since the survey was taken, and 
the average still rising steadily so that these percentages are on the 
conservative side to say the least. 

It would thus appear that these bills are aimed primarily at the 
South, which is an area where living costs are low and which is only 
now beginning to become really industrialized. 

It does not appear to be a justifiable action to impose the strict bonds 
of Federal regulation nationwide on an industry in order to speed up 
slightly the natural processes of evolution in the South. Again the 
point should be made that the economy is a growing thing and not 
built up out of a child’s set of blocks which can be rearranged to suit 
the theories of those who are impatient of natural processes. 

It is necessary to understand something of the difference between 
retail employment and manufacturing employment. In manufactur- 
ing and in most other branches of industry the employer is well able 
to control his labor costs. When orders fall off he can curtail produc- 
tion and lay off employees. A retailer is unable to do this with the 
same freedom. He must have a full working force on hand at all times 
to take care of customers or of potential customers. Employment in 
the basic working force of a retail store is equivalent in most cases to a 
guaranteed annual wage. 

Retailing’s rush hours, comparable to the seasonal peaks in manu- 
facturing, are daily occurrences, special shopping days, Saturdays, et 
cetera, and are for the most part taken care of by part-time workers 
drawn from a class of worker who does not desire full-time employ- 
ment. ‘These part-time workers are for the most part housewives who 
cannot work a full day, elderly persons who are physically incapable 
of full-time work, schoolteachers who work Saturdays, and high 
school students who work after school hours. No other industry has a 
part-time element comparable to retailing. 

Of the 6,033,000 employees shown in the BLS survey 1,491,000, or 
2% percent, work less than 35 hours a week and are classed as part- 
time workers. The survey shows that 621,000, or 48 percent, of these 
part-time workers receive less than $1 an hour. Incidentally, this 
number is 39 percent of the total number of employees receiving less 
than $1 an hour. 

For many of these employees an extension of coverage would not 
ean an increase in pay to the minimum but, on the contrary, since 
they are marginal employees, it would mean the loss of their jobs. 
They have sought this type of employment because they cannot accept 
full-time employment for personal or physical reasons, their produc- 
tivity cannot be increased to warrant payment of a rigid Federal min- 
imum rate. Consequently, their opportunity of contributing some- 
thing to the economy is taken away from them. 
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In conclusion, the American Retail Federation opposes H.R. 4488 
and similar bills because : 

(1) Retailing is local in nature. The vast bulk of retail sales are 
made locally in intrastate commerce. <A rigid Federal minimum can- 
not be mete equitably to retailing. If regulation is needed, the 
States have shown that they are the best judges of local needs and 
conditions. 

(2) The vast extension of Federal power proposed by the bill can- 
not be justified. At best, only a very small number of the total num- 
ber of retail employees affected would receive any tangible benefits. 

(3) Regulation on the basis of size, as proposed by this bill, is un- 
fair and discriminatory. Moreover, since size standards are, to say 
the least, vague, much confusion will result if the bill became law. 

(4) The effect of a national minimum wage in retailing would have 
the result of substantially increasing prices at a time when the Na- 
tion’s greatest danger is from inflation. 

(5) “The task of administeri ing and policing the newly covered stores 
would be extremely expensive and almost impossible. 

I might say—and I do not think I should mention his name—a few 
months ago I had a very fine visit with a prominent Southern Senator, 
and I was talking to him about this issue and about his State. He 
suid something that impressed me very much. 

It is a State which is really made up of counties and county seats 
and cities. He pointed out that in that State things were vastly dif- 
ferent than in Chicago or in New York or in Los Angeles. He 
pointed out that the employ ees on Main Street in retail and service 
trades walked to work, went home for lunch. The hours would vary 
lay by day. There was no transportation to pay. In those communi- 
ties the cost of living is far lower because the farmers in the environs 
of those towns brought in the butter and eggs and the chickens and 
the various other farm products with no transportation involved, re- 
sulting in really lower costs of living than in metropolitan areas. 

Mr. Roosevert. Our bill is not going to touch any of those kinds 
of stores. 

Mr. Jones. All of those county seats in Alabama have a number of 
stores that would be covered by any of these bills that are passed. 

Mr. Roosrver. More than $700,000 a year in those county seats? 

Mr. Jones. Certainly. 

: Mr. Roosrveir. Then they are not the types of places where the 
armer 

Mr. Jones. The cost. of food—the food is produced there where it 
is grown. 

Mr. Roosrveir. Have you ever looked at the cost of food in those 
weas compared to metropolitan areas? 

Mr. Jones. Yesterday we had a witness testify that the cost was 
just as high in those areas and in the eastern cities, and some places 
higher where the chairman of this committee said he paid more in 
his little town in Georgia for a good cut of beef than he paid here in 
Washington. This used to be true, but I think it is a wornout theory. 

There are variations produced by produce where they have to be 
shipped in by long distances in many of those areas where there is 
not enough production of various commodities that can be made at 
home. His study convinced him that you cannot compare the aver- 
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Enactment of this bill, which proposes regulation on the basis of 
size, would be discriminatory and confusing. 

The bill purports to expand the coverage of the Federal wage-hour 
law to inelude retail enterprises which have an annual volume of 
$500,000 or more. It does far more than that. 

Section 3(c) of the bill proposes to add a new subsection, subsection 
(t) to section 3 of the act. Paragraph 7 of this new subsection would 
extend coverage of the act to any employer in an enterprise which has 
one or more employees engaged in interstate commerce if the annual 
volume of the enterprise 1s $50,000 or more. 

Many retail stores doing much less than $500,000 a year have an 
employee who is engaged in interstate commerce activities. He either 
orders goods from out of State, pays the bills for these goods, receives 
and unloads them when they arrive, or delivers any goods across a 
State line. This retailer would be covered if his volume was over 
$50,000. Others in the same line of business would not be covered, 
either because they bought locally or because the proprietor—in an 
unincorporated business—performed the interstate activities himself. 

Thus, within the limits of a single town there could be one store 
covered because it did more than $500,000, a second store with a 
volume of $400,000 not covered, and a third with a volume of $300; 
000 which was covered. This is a situation which is equally discrimi 
natory and ridiculous. 

The extension of coverage as proposed by the bill would be injur- 
ous to the consumer and add to the inflationary pressures now exist- 
ing. Increases in wages due to a Federal minimum would not be 
confined to those receiving less than the minimum, but would be effee- 
tive in forcing up wages throughout the entire wage structure of the 
newly covered enterprises. 

Such wage increases and overtime payments would not be matched 
in most cases with any increase in productivity of the employee. 
Most retail stores operate on a very narrow margin—1, 2, 3, or 4 
percent of sales net before taxes are usual figures. Increases in wages 
along the line due to imposition of a rigid Federal minimum would 
wipe out the profit in many newly covered stores unless the wage in- 
crease was met with a corresponding increase in prices. 

Coverage of a great number of retail establishments as would be 
made possible by the bill would result in new and large Federal ex- 
penditures for administration and policing and at a time when all 
efforts should be made to keep Federal expenditures down to 4 
minimum. 

It is impossible to say how many establishments would be covered by 
the bill.. But, based on 1954 Census of Business figures, it can be con- 
servatively estimated that a minimum of 130,000 establishments would 
be covered, and a maximum of 600,000. The uncertainty and impos 
sibility of making any closer estimate is due, of course, to the uncer- 
tain and vague language of the bill which would cover any enterprise 
with an annual volume of $50,000 or more, if one or more employees 
should happen to be engaged in an interstate activity. Until each 
individual enterprise is checked, it will be impossible to determine 
whether it is covered or not. This will certainly be confusing and 
add considerably to the cost of policing and administering the law. 
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between the cost and the selling price of our wide range of wonderful 
things that we have in this country. That is where the dollar comes 
from. It eventually comes right out of the consumer’s pocket, and 
when you raise the cost of retailing—and they have gone up tremen- 
dously ; we have figures in this statement—the cost of selling goods in 
a retail store is fantastic from what it was even 10 years ago. Every 
element, including wages in retailing. 

We have in here the proof that since 1956 when the BLS survey 
was taken, wages have gone up 13 percent in this area. No law 

roduced it. Those are BLS figures taking the 1956 survey, and they 
Riese it up to date monthly. It is 13 percent higher than it was 
when they took the first survey. 

Mr. Pucinsx1. I am sure you are familiar with the figures pre- 
pared by the Department of Labor on previous labor standards, the 
retail cost of the finished product, the impact on inflation has been 
virtually negligible. You baw these figures as well as I do. 

Mr. Jonzs. Inflation is a ball of many parts. Retailing has its 
inflationary impact just as the average family does. 

Mr. Pucrnskt. I am quoting the Labor Department, which, on the 
basis of its survey, came to the conclusion whenever we had an adjust- 
ment in the fair labor standards the ultimate cost to the consumer 
has been for the most part negligible. You have these figures as well 
as I do. 

Mr. Jones. What picks up that slack is the continuing, steady 
growth in our economy. 

Mr. Puctnsxi. And what produces growth? 

Mr. Jonrs. Production and distribution is where you get your 

owth. 

Cue. Puctnskr. You always get it by increasing the salary stand- 
ards of your people so they can pour that money back into the 
economy. 

Mr. Roosrevetr. The most interesting point you, Mr. Jones, and Mr. 
Priehs made, you have practically said the other parts of minimum 
wage have been affected because they were related to the increased 
productivity of the worker who benefited thereby whereby in the re- 
tail business your claim is there will be no increase in the productivity 
of the worker who might be receiving an increased rate. 

I would just wonder whether that could actually be supported, 
and I think as an individual, and I think probably the members of 
the committee would be further interested in a further exploration 
of that point because if it is a valid point it is certainly something 
we would want to consider. 

Mr. Jones. Along that line—and I have made mention of it in my 
statement—there is a question: 

What has created the beginning of automatic retailing? 

Mr. Roosrvett. You have automation in all fields. 

Mr. Jones. I want to make the point that the passage of this law 
very possibly will hurt a great many people now working in retailing 
because many companies in retailing have their plans made, their 
experimental stores. 

If we get much more of a load on this picture that Mr. Priehs pre- 
sented imposed by Government, he can run his store with a great 
deal of automation but we would lose something very wonderful. 
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age American Main Street to the metropolitan areas in this country 
on the basis of the cost, with the result that a dollar in retailing in 
those areas is a bigger dollar than the dollar in New York, Chicago, or 
Los Angeles. 

Mr. Prreus. Along those lines, Mr. Roosevelt, we have girls who 
went down to Hudson’s, which is the large store which everybody 
knows. They got $7 more per week; experienced help, when Hudson's 
Eastland opened. They came back to us because they spent over $12 
in transportation charges plus the fact that they had to spend 1 hour 
going to work and another extra hour coming back. So there ar 
differences in the earnings. 

Mr. Roosrveur. That is a little different. They moved from one 
community to another. 

Mr. Prieus. No, sir. It is just 12 miles away. 

Mr. Pucrnsx1. Perhaps the store you related here in this little 
southern community is correct, and I am sure Joe Meek could find 
similar communities in Illinois. But I wonder if you have any idea 
what the 10 Southern States, where the overall salary schedule is a 
preciably lower than for the rest of the country, contributed to t 
cost of Government in 1958. 

To help you, they had contributed 11 percent, but they received in 
all forms of assistance from the Federal Government to the States % 

reent. 
wer of the things obviously that this Congress is confronted with 
is to try to equalize to some extent the cost of carrying this Govern 
ment. 

I cannot be very much impressed by the fact that there are com- 
munities in the South that pay such low salaries that they are not abl 
to contribute their proportionate share to the cost of this Federal 
Government. I cannot particularly be impressed by that argument. 

Mr. Prrexs. Michigan does contribute a tremendous amount. Ar 
you going to penalize people in the Northern States because you want 
to legislate something for the eight Southern States? Are you going 
to make this a Federal act because there are eight Southern States that 
will not go up to it? 

Mr. Puctnsxr. According to your figures, you are paying for the 
most part more than this act would cover. After all, we have to come 
to the point where we start looking at America as 50 States and every- 
body has to carry their share of the burden. You have these large 
industrial areas like Chicago, Detroit, Pittsburgh, and California 
carrying the bulk of the cost of this country for many years, and ther 
is always this resistance whenever an effort is made in Congress to tty 
to set a standard of living that will help the other States bring them- 
selves up to our standards and carry their fair share of the costs. 

Mr. Jones. It cannot be done by artificial distribution on new costs 
going to those States. 

Mr. Pucrnsxr. The people in Illinois would like to see the day whet 
we get a little relief from the tremendous costs and contribution that 
we are making to the Federal Government simply because of the lov 
salary standards in so many areas of the country that are being 
tolerated by this Congress. I think I speak for all the people. 

Mr. Jonrs. I would only make one point there. 

There is not a salary dither earned in this economy—and that it 
cludes the retail industry—that does not come out of the difference 
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R. A. Lie & Co., 
CERTIFIED PUBLIC ACCOUNTANTS, 
Little Rock, Ark., March 30, 1960. 


DEAR MR. : In accordance with your request, we have made an analysis 
of the additional cost to your company in the event the Federal wage and hour 
pill is extended to cover retailing. 

Taking your payroll for week ending March 5, 1960, as a basis for our cal- 
culations, your total increase in payroll for the year will amount to $816,773. 
This represents an increase of 80 percent in your total payroll over the past 
year, and is more than your net profit after taxes. 

This is not giving any consideration to the fact that if you have a $1.25 
minimum, then your employees who have been with you for many years will 
expect to be compensated considerably more than the minimum because of years 
of service; hence, an experienced person who is now making within the prox- 
imity of $1.25 an hour would naturally anticipate their earnings to go to $1.50 
an hour and upward. 

It is our firm conviction that your incree.se in cost to sell, meaning your wages 
in your stores, by virtue of the extension of the wage and hour bill will have 
a much more severe impact upon the profitable operation of your company than 
all of us are willing to recognize unless drastic curtailment in your employ- 
ment program is put into effect. 

After counseling with some of your executives and store managers, it appears 
that you will have to dispense with the services of more than 100 of your 
present employees in order that you may maintain to any degree a net profit 
in keeping with normal operations. 

We hope that this is the information you requested. 

Yours very truly, 





R. A. LILE & Co., 
R. W. JEWELL. 

Mr. Roosrvetr. I might just add your batting average has been so 
good before this committee, I hope you will not be too disappointed 
if you strike out once. Even the best sluggers sirike out once in a 
while. 

We are happy to see you again. 

Mr. Jones. We are working very hard on our batting average right 
now, and with the training programs that are going on right now we 
hope to be in the best condition. 

Mr. Puctnsxt. I would just like to add that all of the testimony 
this morning has been extremely helpful—I know it has been to me— 
but I think we are at a crisis in this country regarding the small retail 
merchant. We had better do something and do it pretty quick. I 
see these small merchants slipping away and disappearing. Their 
children are not getting into the business. 

Mr. Jones. Mr. Blalock is a pretty good example of a good, ef- 
ficient, successful retailer. We are losing in this highly competitive 
area actually the people who do not measure up to today’s demands of 
the American people. Those are the people who are slipping away. 
But in every community, in every main street, you can find a fine 
group in all lines of retailing doing a good job, doing a good business 
and doing a good job for the economy in the distribution area. The 
people we are losing are the normal people in any area of activity 
where they do not keep up with the times. 

Mr. Pucrnskt. I think you are losing a lot of dedicated men, men 
who have been in the business for many, many years, and I think 
many of the problems could be solved by the Congress. If your or- 
ganization would devote itself—and I hope it does—to an omnibus 
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Mr. Pucrnsxi. Mr. Jones, the greatest advent of automation in re- 
tailing has come at the very period when you are excluded. You are 
not covered now and you have this fantastic development of automa- 
tion in retailing. By what logic then are we to conclude if we do not 
pass this legialation automation is going to be somewhat arrested! 
You and I know automation is going to continue whether this law 
is passed or not. 

Mr. Jones. Automation never happens unless those who decide to 
use it have found out that it will cut the cost of operation. 

Mr. Roosevetr. And the minute it shows more profit they are going 
to use it. 

Mr. Jones. In the field of food their profit per dollar of sales is fan- 
tastically low—about one-half to three-quarters of 1 percent. 

Mr. Roosrevetr. And on the investment it would be very, very high. 

Mr. Jones. That profit is still low. 

Mr. Roosreverr. They go into town and go every place they can. 

Mr. Jones. We have to have more stores for this burgeoning birth 
rate. 

If I may, I have one statement I would like to have in the record. 
I would like to make a request, and I am not certain whether it is 
— or not. We received only this morning a letter from a certi- 

ed public accounting firm in Little Rock, and also a letter from the 
president of the southwestern chain of 70 variety stores. When he 
told me what his certified public accountants found in going vie 
his whole operation, what it cost in increased costs of operation, he 
gave me permission to submit the letter of the CPA and also the 
analysis of his business. I have cut out the name of the company and 
the president of the company. 

We would like to have it put in the record on the basis that if to- 
morrow any member of the committee would like to know the name, 
we would be glad to disclose it. For some reason or other, this very 
estimable gentleman is allergic to having his name in the hearing. 

Mr. Roosevetr. Without objection, I see no reason why the letter 
and analysis cannot be accepted, and if any member wishes to inquire, 
that will be up to you. 

Mr. Jones. I will be glad to divulge it off the record. 

Thank you, Mr. Chairman. 

(The letter and analysis referred to follow :) 


R. A. Lite & Co., CERTIFIED PuBLIC ACCOUNTANTS, LITTLE Rock, ARK. 





Co., Inc., and subsidiaries—Analysis of cost of $1.25 minimum wage— 
Store wages 





tines den bnasmunnnigndidmierenannaretel $1, 030, 572. 0 
Store wages, converted to $1.25 minimum_-____----------------- 1, 847, 345. 00 

Increase in wages necessary to meet $1.25 minimum_-_-_-_-- 816, 773. 00 
Notes 


1. Week of March 5, 1960, used as basis for determining average wage. This 
is, of course, at a period when seasonal employment is at a low point. 

2. Above computations bring the average wage up to $1.25 which with this 4 
minimum would mean every employee would be at $1.25. 

3. No additional payroll costs (taxes and insurance) have been included in 
above computation. 


70 stores 
Arkansas, Louisiana, Mississippi, Missouri, Tennessee. 
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THURSDAY, APRIL 7, 1960 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABor STANDARDS 
OF THE COMMITTEE ON EpucaTION AND LaBor, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a.m., in room 429, 
Old House Office Building, Hon. James Roosevelt presiding. 

Present : Representatives Landrum (chairman of the subcommittee) , 
Roosevelt, Pucinski, and Ayres. 

Mr. Roosrevetr. The committee will be in order, please. 

The chairman of the subcommittee has asked that I open the hear- 
ings. He will be here in a minute, but in order that we not run 
too far behind schedule, we will commence with our first witness 
this morning, who is Mr. William Pollock, the general president of 
the Textile Workers Union of America, AFL-CIO. 


STATEMENTS OF JOHN W. EDELMAN, WASHINGTON REPRESENTA- 
TIVE, TEXTILE WORKERS UNION OF AMERICA, AFL-CIO; AND 
SOLOMON BARKIN, RESEARCH DIRECTOR 


Mr. Epetman. Mr. Chairman, Mr. Pollock has been detained by 
lack of transportation, getting here from the Midwest. He has asked 
that I proceed and that Mr. Solomon Barkin, who is on my left, 
present his testimony. 

My name, for the record, is John W. Edelman, Washington repre- 
sentative of the Textile Workers Union of America. 

Solomon Barkin is the research director of the Textile Workers 
Union of America, and if the committee please, Mr. Solomon will 
present Mr. Pollock’s testimony. 

Mr. Roosrvett. Mr. Edelman, we, of course, are sorry that Mr. 
Pollock is delayed, but we are very happy to have both you and 
Mr. Barkin. 

Mr. Barkin, will you begin. 

Mr. Barxrn. Mr. Chairman, thank you, sir. 

May I submit Mr. Pollock’s statement and instead of reading it, 
just highlight one or two matters in the paper so that these matters 
may be properly projected. 

First of all, we Salers very strongly that the present bill should be 
passed and we urge the speediest action possible. 

Secondly, I have just come from a series of negotiations in our in- 
dustry in the textile industry, and I think they are very significant 
because they indicate the practicality of the present bill. 
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bill to help the American retailer, I assure you I would be very happy 
to support it. 

Mr. Roosevett. Thank you very much. 

The committee will stand adjourned until April 7. 

(Whereupon, at 12:40 p.m., the committee adjourned until April 7, 
1960.) 
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As you know, the textile industry has always been a sort of weather- 
vane in this field of wage legislation, beginning back in 1933 and the 
NIRA. The code for the textile industry was code No. 1 and it set the 
pattern. 

I am very happy to tell you that the prevailing minimum wage as 
a result of the current wage increase movement which began in the 
month of February in the North and in the South will be $1.3114. 

The present wage increase, which is 5 percent, which is being 
granted both by nonunion and union plants, is 5 percent and raises the 
minimum wage which we negotiated last year of $1.25 to $1.311,. 

When you realize that less than 20 percent of the industry is union- 
ized and this has become the prevailing wage, you realize that it is not 
merely the presence of the union, or shall we say, it is not merely the 
power of the union, but also the presence of the union which has 
effected this tremendous change. 

The fact that the southern textile industry is not at and above the 
$1.25 minimum wage is most significant. 

You must realize, also that we have, since 1947, when the 40 cents 
prevailed under the Fair Labor Standards Act, raised wages in this 
industry very significantly and despite the fact that wages in this 
industry have risen, prices of cotton textiles and other textiles in the 
United States are now lower than they were in 1947. 

May I repeat, prices in the textile industry are now lower in 1960 
than they were in 1947. 

One of our tables which has been submitted is table No. 2, which 
indicates this fact. It is at the very end of our submission. 

For example, while the index number was 98.9 for all textile mill 
products in 1947, in January 1960 the index was 93.7, a reduction of 
almost 514 percent in prices over this period of time. 

Now, this is very significant and I am highlighting this fact because 
our minimum wages during this period in the industry have risen from 
73 cents in 1947 to $1.3114, and despite that increase in minimum wage 
and the corresponding increase across the board, our prices in the in- 
dustry have dropped. 

This is the most telling response to the general allegation that min- 
imum wage rises result in price increases. 

Why has that occurred? It is extremely interesting. 

I come from 3 days of bargaining with textile mills in this coun- 
try. I came in last night after having completed 2 days in Maine. 
From here I will be going to various southern locations. 

The interesting fact is that the textile industry which is not known 
for its initiative in technical change and in productivity changes and 
for its power of innovation and which I on numerous occasions have 
characterized as one of the lagging industries of our country, cer- 
tainly not characterized by any of the outstanding traits of the pro- 
gressive wth industries of this country, evetttideek has, during 
the last few years under the impetus of rising wages, under the im- 
petus of competitive forces, has been increasing its manpower pro- 
ductivity at the rate of 5 percent per year. That is cumulative. 

Mr. Landrum, before you came in, I compared the rise in the mini- 
mum wage from 1947 for one convenient point of reference to the 
present. We have raised the minimum wage in a substantial part of 
the industry from 73 cents back in 1947 to $1.3114 at the present 
time, which we are now negotiating and establishing. 








do! 
the 
sto 
tin 
thi 


up 
4 


is 1 
inr 





mn- 
10t 


1as 
he 


nts 
his 


the 


ich 


ill 


Ise 
om 
ge 


in- 


in- 
un- 


wn 
und 
ave 
er- 
r0- 
ing 
im- 


ini- 
the 
- of 
ent 








MINIMUM WAGE-HOUR: LEGISLATION 357: 


As you know, Congressman Landrum, there is a wage increase going 
through the industry at the present time. This wage increase is 
being granted by nonunion and union mills. 

As a matter of fact, the pattern was set by Mr. Springs of the 
Springs Cotton Mills of South Carolina, and there is no union within 
that mill. 

This minimum wage is now $1.3114. Now, what is interesting and 
the point I am making, is that from 1947 to date we have had a rise 
in the minimum from F 3 cents to $1.3114, and corresponding increases 
above. 

Now, what is interesting is that prices, I was indicating, have 
declined, textile mill prices as you know, have declined by 51% per- 
cent and we have submitted the textile figures to indicate the break- 
down for each one of the divisions. 

The thing that has made this possible, I believe, is the fact that 
under pressure of rising wages, under the pressure of competitive 
forces managements in the textile industry has been initiating various 
technical and managerial innovations and as a result there has been 
a continuous improvement in output on the average of about 5 percent 
per annum. 

This increase in productivity is an extraordinary phenomenon be- 
cause it illustrates the resourcefulness of a managerial process which 
is under pressure to meet both the wage increases and other com- 
petitive forces. 

Management and human beings, let me add, and being part of 
the human race management is, a concession which you know we 
don’t always grant, but, nevertheless, there is a resourcefulness in 
the process in this country which gives you faith, as does the whole 
story of minimum wage legislation, that we can overcome and some- 
times surpass the rise in wage costs, wag? increases, wage levels, 
through such innovations. I commend to all people who have doubts 
upon that proposition the study and the story of the textile industry. 

Similarly, innovations have occurred in other industries and there 
is no field in the United States which cannot be affected by similar 
innovations. 

Whether it be the retail industry or any branch of the service in- 
dustry, or any branch of American production, or service—— 

Mr. Lanprum. Mr. Barkin, will you yield at that point ? 

Mr. Barxtn. Yes, sir. 

Mr. Lanprum. You speak of innovations. Let us see what can de- 
velop from innovations. Is there possibility that innovations can 
come into this dormant field, or the retail field that you are talking 
about that will eliminate some jobs ? 

Mr. Barxtn. That is correct. 

Mr. Lanprum. Are you interested in eliminating jobs? 

Mr. Barkin. We believe that in an economy such as ours that there 
can be created the resilience of capital investment in new industries 
which can create alternative job employment. 

Yes, sir; I think that anyone who seeks to argue against minimum 
wages or wage increases on the proposition that they may eliminate 
jobs is selling himself short on the nature of our economy. 

The basic trend—— 

_ Mr. Lanprum. I am not arguing against anything. I am just ask- 
ing if it is possible that those innovations could eliminate some jobs. 





358 


Mr. Barxtn. They could immediately eliminate jobs, but the logic 
of our economy is that through investments in other fields, or through 
the expansion of this field, there will be other job opportunities 
created. 

Otherwise, you can argue that no technological change shall be de- 
sirable, necessary, or tolerated because it might throw some people 
out of work. 

The very people who sometimes present—— 

Mr. Lanprum. Let us take it a point further and go into another 
area on this. You are representing primarily the garment field? 

Mr. Barkin. Textiles, not garments. 

Mr. Lanprum. Textiles generally, not the garment field ? 

Mr. Barkin. That is right. 

Mr. Everman. We make the cloth, Mr. Chairman. 

Mr. Lanprum. Yes. 

Mr. Barkin. We represent some of the mills that are located in 
yourarea. That isthe type. 

Mr. Lanprum. You indicated $1.3114 a while ago in your state- 
ment. 

Mr. Barry. Right. 

Mr. Lanprum. The information given to me is that the present 
average in my area of the country in the textile end of it, not the 
garment, now, but the textile where you manufacture cloth, is $1.52 
and will go to $1.55 when the next increase goes into effect. 

Mr. Barxtn. The $1.52 is correct. I think when the full wage in- 
crease is consummated, and we are now in the process of negotiating 
and hearing reports in nonunion mills, I think the average will be 
closer to $1.60. 

Mr. Lanprum. Now, this cloth being manufactured must of neces- 
sity be made into a garment of some sort before it has any utility to 
the public. 

Mr. Barkin. That is correct. 

Mr, Lanprum. One thing which has given some of us some con- 
cern up here is that a lot of that cloth is running into competition from 
—— manufactured from the Hong Kong market, or the Taiwan 
market. 

Take, for example, the Cluett-Peabody people who were testifying 
down here a few days ago and represent several shirt companies as a 
group. They told me that the trimmers in my area of the country 
were making about $2.23 to $2.28 an hour. They were manufacturing 
shirts which are sold in the large department stores in Georgia, Ala- 
bama, South Carolina, North Carolina, and even up here, I suppose, 
for around $4.50 to $5.25. 

And that the same shirt, which the layman could not distinguish as 
to whether it was manufactured in Hong Kong or Taiwan and shipped 
in here, and the same merchant selling them at around $2.50 to $3.98, 
and making more dollar profit, not percentage profit, but making 
more dollar profit than they were making on the American made shirt 
at $4.50 to $5.25. 

Now, the trimmer in those markets abroad or those manufacturing 
establishments, is making between 7 and 9 cents per hour. 

I wonder if you can give us any answer to the dilemma that we are 
facing in that regard. 
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Mr. Barkin. I should like to make two separate comments, the first 
of which is not directly to the point but may be helpful. 

I just came from a plant which manufactures bed sheeting which 
is the same kind of item. The cloth is then cut and sewn into bed 
sheeting. 

Then I will go to the shirt problem in which I am less expert. In 
sheeting I can talk with confidence and competence. 

During the last 5 years we have increased man-hour productivity 
in the manufacture of sheets, bedsheets, quite apart from the cloth, 
by 50-percent man-hour output. The reason that that has occurred 
is that the management of the particular plant in which I was yester- 
day during this period has devised a method of sewing, hemming, 
folding, and delivery of material to that sewing machine operator— 
as you know, the sheet in a bedsheet should get bleached sheeting 
materials—and she sews the hems and she is stationary at her sewing 
machine, and that cloth is brought, then taken away, folded and 
packaged. 

Now, this mill has changed the methods of manufacture of that 
sheeting so there has been from 1954, February 1954, an increase 
in man-hour output of 50 percent or more. 

There were 500 employees at that point in February 1954 when we 
negotiated and yesterday when we concluded there were 300 em- 
ployees and there is more volume introduced, or produced, by that 
plant. 

That company owns that plant, owns plants in the congressional 
district adjoining your own. It is one of the famous names in the 
textile industry. 

Mr. Lanprum. Which State is it in ? 

Mr. Barkin. Georgia. 

This plant I was negotiating with is not in Georgia, but the com- 
pany that owns that % Alor has a plant adjoining your own district. 

Now, the reason that was possible is that the company devised a 
relatively ingenious and very simple change in procedure. 

Now, in the shirt industry I cannot recite the particular specific 
spectacular change which I have just identified. 

Now, one of the problems that we have in these low-wage indus- 
tries is that the managements have not always been as ingenious, as 
thoughtful, as efficiency and proficiency minded as our American 
economy demands. 

It would seem to me, knowing not as much about the garment in- 
dustry as I do about textiles, that there are all types of devices which 
can be introduced and may I give one illustration : 

In the coat and suit industry of the garment industry, which is one 
of the backward branches of this industry in the sense that its increase 
in efficiency has been relatively low, the managements of that industry 
have become so convinced that they must change their methods of pro- 
duction and they have become so convinced that their own individual 
efforts in this field as individual employers are so limited by their own 
technical resourcefulness, that they are at the present time establish- 
ing a pilot manufacturing unit financed by the whole industry for the 
simple purpose of making pilot experiments on new methods of 
manufacture. 

There are problems of transition, problems of transition in all of 
these industries, but in an American industry we can expect and hope 
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and urge the various managements either on an individual basis, or 
on a cooperative basis—— 

Mr. Lanprum. Now, Mr. Barkin, I gather from your statements 
here, which incidentally I don’t accept as any answer to the dilemma 
I posed and no one else has the answer, I don’t have the answer, my- 
self, but I gather from what you are saying that you, rather than be- 
ing concerned about automation, that you are thinking that it is a 
good thing for the country ¢ 

Mr. Barkin. That is correct. 

Mr. Lanprum. And you do not expect it to have any particular 
disastrous effect on the number of people employed ? 

Mr. Barxry. I think that a sound American national economic 
policy will eliminate all threats, all adverse effects which may follow 
from the adjustment process as technical changes are made. 

Mr. Lanprum. You indicated in that manufacture of sheet fabrics 
a while ago that they have reduced the number of employees approxi- 
mately 200. 

Mr. Barkin. That is right. 

Mr. Lanprum. Now, do you think that maybe the developments in 
the textile field will be able to absorb these 200 people who have been 
eliminated from employment in that plant? 

Mr. Barxty. This happens to be a happy illustration for my par- 
ticular conclusion. It is not universally so, I grant, and I am much 

rturbed by illustrations and problems to the contrary. 

But in this particular case we have had an interesting development 
in this country in bedsheeting, which illustrates the potentiality of 
adjustment. 

Bedsheeting consumption in this country has increased. Some of 
the managements in this country fortunately have sensed that the 
consumer is interested in varieties of appeal even on bedsheeting and 
you, of course, possibly have known that they have introduced colors, 
they have introduced new designs, so that the consumption of bed- 
sheeting per family has risen. 

Secondly, another very favorable fact which I commend to you is 
the fact that in the city of Lewiston, where this particular plant is 
located, the community under our instigation has been panel ra: to 
find and improve the facilities and general economic pattern of that 
city. 

One of the consequences of that activity has been the fact that they 
have now become the site of a new plant which will provide 2,000 
jobs and this will absorb a tremendous proportion of the people who 
have been less fortunate in that community. 

So that this particular illustration happens to have a completely 
happy ending and illustrates the most positive type of adjustment 
we could expect. We know that this is not universally true. 

Mr. Ayres. You say you have been in the East negotiating and 
you are going into the South? 

Mr. Barxr. In the South, anywhere. 

Mr. Ayres. What is the difference between the hourly rate that you 
negotiate in your contracts in the East and what you negotiate in the 
South ? 

Mr. Bargin. No difference. 
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Mr. Ayres. In other words, you will be paying the same rates for 
the same type of work in North Carolina that you would be in Maine? 

Mr. Barxrn. That is right. 

Mr. Epetman. On the same product. 

Mr. Barkin. On the same product; that is right. 

Mr. Ayres. Why are we led to believe that so much of the textile 
industry has moved out of the East and to the South because of the 
lower wages ? 

Mr. Barkin. The movement took place, sir, primarily during the 
twenties. <A little of it occurred from 1947 to 1950. There has been 
little migration in textiles as distinct from garments. There has been 
very little migration or change in location of mills during the 1950’s. 

Mr. Ayres. Do you have any contracts now which you have negoti- 
ated where the rate is less than a dollar and a quarter? 

Mr. Barry. Yes, sir. 

Mr. Ayres. Universally all over the country ? 

Mr. Barkin. You said do we have any plants where the minimum 
wage is less than a dollar and a quarter? 

Mr. Ayres. Where you have negotiated a contract for less than a 
dollar and a quarter ? 

Mr. Barkin. That is correct. We have negotiated such contracts 
inevery section of the country. 

Mr. Ayres. Why didn’t you get more money ¢ 

Mr. Barxrn. Well, let me say this: there are branches of the in- 
dustry in which we are engaged some of which are locally oriented, 
some of which have very marginal employers and in some branches of 
the industry, the minor branches of the industry, there is not such uni- 
versal observance of this standard. 

If I may illustrate, because Mr. Landrum’s area has some such mills 
and possibly—— 

Mr. Lanprum. Let us have it understood. We are not legislating 
on Landrum’s area. 

Mr. Barkin. That is right; Iam sorry, sir. 

Mr. Lanprum. This legislation is affecting the entire country. We 
are concerned about the effect it will have on the wage structure of the 
entire United States. 

Mr. Barkin. Yes, sir. 

Mr. Lanprum. Our folks are wage earners and the management 
pretty well takes care of the situation down home. 

Mr. Barxin. You misunderstood my reference, Mr. Landrum. 

May I correct Mr. Landrum’s impression. 

My only purpose in bringing this illustration out is so that people 
can check in their own experiences rather than I am not castigating or 
pointing out any specific area, but it is always helpful for people judg- 
ing the veracity and accuracy of my judgment and statements to com- 
pare it with their own experience. 

Mr. Ayres. The only thing which was interesting to me is the fact 
that, you do negotiate contracts for different rates and you have ne- 
gotiated them for less than a dollar and a quarter? 

Mr. Barkin. That is correct, and I am illustrating. 

In the cotton textile industry there is a minor branch of the in- 
dustry which produces yarn, cotton sales yarn. 
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In that industry there tend to be smaller mills located, in some 
instances, what we call outside the main Piedmont Belt, they are on 
the fringes, in the outer areas. 

In the North Carolina hills, in the Georgia farm area in the South, 
the eastern areas of the Carolinas rather than along the Southern 
Railroad which is the mainstream of the Piedmont area. 

Now, some of these mills have been somewhat laggard and their 
managements have not initiated all of the necessary technical changes, 
The kind of person running some of these mills has not been respon- 
sive, he has been very sluggish. 

What we find is that we cannot immediately force a change in 
those industries and in the cotton yarn branch of the industry we 
must adjust ourselves immediately because we do not have the economic 
pressure to bring all the cotton yarn companies together in order to 
force them to make all the technical changes which will permit them 
to pay this rate. 

Mr. Ayres. But the increase to a dollar and a quarter all at once 
would not hurt them. 

Mr. Barkin. That is correct, it would not. 

We know from the past when we raised them from 25 cents to 31144 
cents to 371% cents, to 40 cents, to 4714, to 621% cents, by law, in each 
case these companies under the compulson of law then go to the job 
of readjusting their operations. 

But we through collective bargaining do not have that force. 

Mr. Lanprum. Mr. Pucinski? 

Mr. Puctnsxr. Mr. Witness, in view of the fact that we have several 
other witnesses this morning, and I think you have certainly covered 
your subject very well from what I see in your statement here, par- 
ticularly this very interesting chart that you have on your table 2, that 
tells a rather startling story and certainly refutes many of the state- 
ments that have been made regarding your particular industry and 
the effect that this law would have 

You were asked by the previous interrogator why you did not get 
more money in those areas where you do not now have a dollar and a 
quarter in contracts that you have negotiated. 

I wonder if the reason for that is that you generally try to comply 
or follow more or less the general wage pattern of a community. 

Certainly if you have areas where you have contracts calling for 
less than a dollar and a quarter an hour, I would presume there are 
many, many others in that particular area that do not reach that 
dollar and a quarter and perhaps this legislation would bring up the 
entire standard of that community and bring up the standard of your 
own workers. 

Is that a fair assumption ? 

Mr. Barxrn. Yes, sir. I indicated possibly in a more technical 
formulation the very same thought. 

We are held back in our collective bargaining and our collective bar- 
gaining power is not strong enough because of the limited amount of 
organization which we have in the cotton yarn industry to affect all of 
the employees in that branch of the industry, and bring them up at 
the same time and hereby establish a fair competition among them at 
a dollar and a quarter. 
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It is the absence of organization which makes our bargaining power 
inadequate to raise that minimum above the prevailing wage. 

Mr. Pucrnsxt. But even if you were strong enough and you were 
well organized, you had all the resources, if that entire section of the 
country were at a low salary standard across the board you certainly 
would not be able to negotiate a much better contract for your own 
workers than what prevails in the entire community, would you? 

Mr. Barkin. Yes, sir; if we had the cotton yarn industry completely 
organized we would be able to do it, sir. 

Mr. Puctnsxt. I think you are missing my point. 

Would you do it if the entire community was at a much lower 
standard ¢ 

Mr. Barxrn. Yes, sir. 

Mr. Puctnsxt. I do not quite understand that. 

Mr. Barxrn. If the cotton yarn industry of the South, because that 
is where it is only located, there are no other plants in any other part 
of the country, if we had industry organized completely, all of the em- 
ployers in that indsutry or that branch of the industry throughout the 
many States in which they are located, and we could uniformly nego- 
tiate a rate for all of the members of that industry, all the employers 
of that industry, we know that economically they could pay at least 
adollar and a quarter minimum wage. 

Mr. Lanprum. Wait just a minute. It has not been 10 minutes since 
you admitted that they are paying $1.25 in the South on the average. 

Now, do not get this record cluttered up with the fact that the people 
in the South are not paying $1.25. Sure they are able to pay a dollar 
and a quarter and in this field you are testifying about they are paying 
an average of a dollar twenty-five, and you admitted it a while ago. 

Mr. Barkin. Mr. Landrum, I think your sensitivities are leading 
you to misunderstand my statement. 

The cotton textile industry is composed of a number of subbranches. 
One of the subbranches which always tends to be laggard, it is a small 
sector of the industry, it does not set the pattern, it does not include 
the large companies, it does not include the thread people, it does not 
include the large yarn companies—— 

Mr. Lanprum. The thread people, would that be. Coates and Clarke? 
: Mr. Barkin. The thread people pay the dollar and a quarter and 
$1.30. 

Mr. Lanprum. And more? 

Mr. Barkin. That is right. 

Mr. Lanprum. And in Georgia? 

Mr. Barkin. Correct. We are in agreement. 

I think that if you followed the precise formulattion there—I am 
not including the thread, I am not including the large cotton yarn 
companies that are supplying, for example, Dalton and areas of that 
kind—there are cotton yarn sales companies for example that supply 
the twine industry. 

These are small segments of the industry located in the fringe of the 
Piedmont area which I have described. 
hae southern Georgia, for example, there are some plants of that 
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Mr. Pucinski. Mr. Witness, if I may interrupt you, the point that 
I was trying to clear in my mind is with reference to the gentleman 
from Ohio when he asked you the question why did you not get more 
money in these certain communities where you do not have now a ne- 
gotiated contract calling for a dollar and twenty-five cents an hour, 

I wonder if I am correct that you do not do this because you haye 
&u wage pattern in a particular community. 

This law is going to apply not only to textile workers, it will apply 
to many other people. 

When you do bring up the wage standard of a community certainly 
then you are in a position, yourself, to ask for $1.25 in your negotia- 
tions, but when that entire community has a rather low salary sched- 
ule, a low salary standard because they are not covered by these mini- 
mums, it maturally follows then, I cannot conceive of a bargaining 
agent coming in and negotiating salary standards that are very much 
higher than the prevailing wage scale in that whole community. 

I am trying to find out whether or not this is the answer to the gen- 
tleman’s question when he asked you why you are not getting more 
money for your workers ? 

Mr. Barkin. I agree with the conclusion that if you raise the wage 
standards of a community above what it is now by law to a dollar 
twenty-five, then it will take no bargaining power on our part to es- 
tablish a dollar twenty-five in these plants where we now have less than 
that minimum rate. 

But may I add the point I was making that in a segment of an in- 
dustry such as I was referring to we would have been able, it is my 
conviction, to have established a dollar twenty-five or higher, the dol- 
lar thirty-one and a half cents, such as we have in thread mills, if we 
had the whole cotton yarn industry unionized. 

But we don’t. Consequently, we are restrained in raising the 
standards in our organized shops by the low wage standards in these 
unorganized cotton yarn plants to which I refer. 

There are two different dimensions of this problem. It is the indus- 
trial competition and the local wage scale. 

Mr. Lanprum. Excuse me just a minute. Let me interrupt you at 
that point. ' 

I do not want to usurp all of your time and I do not want to take 
the time from the other gentlemen who have something to say. 

Where is the bulk of the cotton yarn manufactured rc Ba 2 

Mr. Barkin. The bulk of the cotton yarn manufacturing is in west- 
ern North Carolina, a little in South Carolina, in southern Georgia. 
Those are the vast concentrations. 

Mr. Lanprum. Now, you continue to speak of that industry as a 
low wage industry and yet you already admitted in your statement 
that we are paying in the neighborhood down there of a dollar fifty 
an hour. Now, I just cannot quite get what you are saying and what 
you are admitting in interrogation to coincide. 

Mr. Barxtn. Possibly these figures may help you. In the textile 
industry of the Southern States there are about 550,000 workers. __ 

In this specific branch which I was using as an illustration, this 
sales cotton yarn industry, which make the low end levels and counts 
of this business, there are probably about 30,000 to 35,000 people out 
of the entire total. 
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It is a minor subdivision which consists of the types of plants of 
which I have spoken. This gives you a sense of the relationship 
of the two. 

Mr. Lanprum. How much money are they making on an average! 

Mr. Barkin. They now are paying, before this increase, because 
we are not certain as to just how much increase we are negotiating 
there, it was in the neighborhood of $1.16 minimum wage. 

Mr. Lanprum. You are talking about the garment industry now; 
you are not talking about the yarn industry ? 

Where do you get that figure? We do not have that figure. The 
committee has a figure that does not agree with that. 

Mr. Barkin. Let me say this, if you go to the biggest concentration 
of these plants, Mr. Landrum, which is in Gastonia, if you go to 
Gastonia, N.C.—there are more than half of that total employment 
in that particular community 

Mr. Lanprum. And making less than a dollar and a quarter? 

Mr. Barxrn. Right. 

Mr. Lanprum. More than half of it making less than a dollar and a 
quarter in that industry / 

Mr. Barkrn. That is correct, in that sector of the industry. 

As you know, we have the American Cotton Manufacturing Insti- 
tute, which includes the entire industry. There is a southern cotton 
carpet yarn branch and Southern Cone Yarn Association, two sepa- 
rate associations, this is the sector to which I am referring. 

Mr. Puctnsk1. I have one other question. 

Many of these textile plants have moved from these New England 
States down to our Southern States, have they not ? 

Mr. Barkin. During the twenties there was a tremendous move- 
ment of those plants from the North to the South. 

Mr. Puctrnskr. Has there been a significant movement in, let us 
say, the last decade? 

Mr. Barxtn. No, sir. 

Mr. Puctnsx1t. From the New England States to the Southern 
States ? 

Mr. Barkin. No. 

, Mr. Pucinsxkt. You still have your plants in the New England 
tates? 

Mr. Barkin. We have some plants left in the New England States, 
not too many. 

Mr. Puctnsxt. Is there a significant wage differential between the 
salaries you are able to negotiate in the New England States as com- 
pared to, for instance, either South Carolina or Georgia ? 

Mr. Barkrn. On the whole, there is no wage differential between 
the two regions. We have been able to eliminate that. 

Mr. Puctrnsxt. My final question, some of us here on the committee 
and others in the other body have introduced legislation which would 
give the Secretary of Labor the right to conduct an investigation 
whenever a complaint is made to him that foreign imports are creat- 
ing serious problems in American industry. 

Your industry has been pretty well hit by foreign competition, has 
it not? 

Mr. Bargin. We have been affected by it ; yes, sir. 
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Mr. Puctnsxt. The Secretary, on the basis of his investigation com- 
paring the wage standards of American manufacturers and forei 
siamtudbanes, reduced to local currency, could make recommenda- 
tions to the President for either increasing the tariff or reducing the 

uota. 

2 The foreign manufacturers could very well get out of this remem- 
ber, merely e increasing their own wage standards and changing the 
ratio. 

Do you think that this kind of legislation would bring any relief to 
your particular industry ? 

Mr. Barxrn. I do not believe that the piece of legislation which you 
have in mind would bring us any relief. t am talking very frankly. I 
know the purpose is well intentioned, but the format of that legisla- 
tion, the approach, I want to say honestly and candidly, does not pro- 
vide us relief. It opens up the possibility for the Secretary of Labor 
to make recommendation, but the President of the United States 
will retain substantially the same powers which he now has with 
respect to recommendations of the Tariff Commission, and we know 
that the Tariff Commission has on several occasions made recom- 
mendations with respect to the textile industry and the President. has 
vetoed them and denied the recommendations. 

Mr. Lanprum. Mr. Barkin, is it not true that the Secretary of Agri- 
culture now has similar authority under section 22 of the Agricul- 
— Adjustment Act, to give relief to the raw products, the cotton 

eopie 
F Mr. Barxtn. He does. 

_Mr. arenes Have we been able to get any relief under that pro- 
vision ¢ 

Mr. Barkin. The Secretary has made recommendations to the Pres- 
ident. The President has asked the Tariff Commission to investigate 
it. 

We have just completed a series of hearings before the Tariff Com- 
mission. We shall await their recommendation. 

I think that we would be very optimistic if we would expect a posi- 
tive action on the part of the President in conformance with that 
recommendation. 

Mr. Puctnsxt. The reason I have led you into this line of question- 
ing is because we have already had, and I am sure we are going to 
have more, witnesses before this committee who are going to argue 
very eloquently that raising the minimum standards of wages for 
the American worker in your industry or any other industry, is go- 
ing to price us out of world markets. 

I think that that argument is totally fallacious. I think that the 
problem of competition from world markets is not going to be resolved 
by whether or not we pass this particular legislation, but, rather, by 
tightening up the procedures under these tariff controls and quota 
controls, 

If, for instance, the President is not carrying out the recommenda- 
tions of the Tariff Commission to bring relief to your particular in- 
dustry, or similar industries, this has nothing to do with this pending 
legislation. 

I have often said that we are concerned about underdeveloped areas 
all over the world. I am concerned that there are 25 million Ameri- 
can workers in this country living in underdeveloped areas as far as 
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getting salaries or compensation for their efforts, because certainly 
anyone who is working for less than a dollar a day in this country 
is bving in an underdeveloped area. He is as big a problem as any 
of these other people we are concerned with all over the world. 

I have brought you into this question to find out whether or not the 
problem of dealing with foreign competition is not much broader 
and needs action along other lines than trying to keep us competitive 
by suppressing this type of legislation. 

Is that a fair assumption ? 

Mr. Barkin. I am in thorough agreement with you. I do not 
believe that the failure to pass this legislation, to put it in the nega- 
tive, would minimize this problem an iota. I think that the passage 
of this legislation would in many instances facilitate the handling of 
this, because it would present to the American people a clear statement 
as to alternatives cnt help them define the issues as to commercial 
policy in this field. 

Do we want to conduct our trade policy and our trade relations in 
such a manner as to keep our peer substandard, or do we want to 
devise other systems, other policies, which will allow our people to 
enjoy constantly, well, standard labor conditions and improved labor 
conditions and at the same time permit the industries to remain in 
existence. 

This is the issue, not the particular arguments which someone may 
present for the purpose of an immediate advantage. 

Mr. Puctnskr. You have been most helpful. 

Mr. Barxrn. Thank you, sir. 

Mr. Lanprum. Now, you intend Mr. Pollock’s statement to go in in 
full. 

Mr. Barty. I have so requested. 

Mr. Lanprum. All right. 

You have with you additional people, Mr. Barkin. Mr. Edelman 
is here at the table with you. We have others on the list. 

Mr. Epetman. May I file these statements, Mr. Chairman, in the 
record, these supplementary statements which are there before you. 

May I file them in the record ? 

Mr. Lanprum. Yes. 

Mr. Epetman. They simply dramatize and illustrate certain facets 
of the overall testimony. I hope that they may be included in the 
record, sir. 

Mr. Lanprum. We certainly will include them in the record. 

Also, the statements of any other people on the list here, Mr. Elling- 
ton, Mr. Botelho. 

Is Mr. Bothelho here? 

Mr. Epetman. No, all of these are being filed, Mr. Chairman. 

Mr. Lanprum. And Mr. Edelman and Mr. Roberts. 

Mr. Everman. All are being filed. 

Mr. Lanprum. Without objection these statements will be received 
for the record, and filed. 

(The statements referred to follow :) 


STATEMENT OF WILLIAM PoOLLocK, GENERAL PRESIDENT, TEXTILE WorKERS UNION 
or AMERICA, AFL-CIO 


The Textile Workers Union of America appears before your committee in 
Support of H.R. 4488 seeking to raise the Federal minimum wage under the 
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Federal Fair Labor Standards Act to $1.25 per hour and to extend the coverage 
of the law to an additional 7.6 million people. The rapid changes in wages that 
have occurred since March 1956 have rendered the present $1 minimum wage 
completely obsolete. The continued omission of the 7.6 million people from the 
act’s coverage has made a mockery of the law’s purpose to assure fair labor 
conditions for all persons working in occupations in interstate commerce. 

Action is very urgent. We seek the adoption of a modern minimum to 
eliminate low wage rates so that we may alleviate the human misery and suf- 
fering, and the major social costs attendant upon the continued existence of 
substandard pay. The social and economic inequities created by unconscionably 
low wages would thereby be eliminated. 

Underlying these substandard wages is outright exploitation. Strong em- 
ployers are capitalizing on the weaknesses of workers to repress their wages 
and continue to deprive them of the benefits of rising national productivity. 
The problem of substandard wages exists because the workers in these indus- 
tries are not sharing in the wage increases commonly granted in American in- 
dustry. They have been left out of the pale of modern benefits because their 
bargaining power has been Jow and the employers have refused to follow 
national wage trends. The Fair Labor Standards Act is a modest effort to aline 
wages in these substandard industries with the general trends in American 
industry. 

The Fair Labor Standards Act has in the past performed this function of 
bringing up the rear and assuring the weak and exploited at least a share to 
a minimum degree, in the rising prosperity, living standards, and economic 
eapacity of this country. We raised the minimum from the 40-cent level pre 
vailing in 1942 to 75 cents in 1950, which was a lift of 35 cents, but average 
hourly earnings in the manufacturing industry rose during that period by 61 
cents. Similarly the elevation of the minimum to $1 represented an increase of 
25 cents during a period when average hourly earnings climbed by 41.5 cents. 
We are currently seeking a further rise in the minimum of 25 cents at a time 
when the average hourly earnings have increased by more than 35 cents per 
hour. 

The need for an immediate improvement in the Federal minimum wage is 
further attested by the fact that the average hourly earnings of the substandard 
industries has been declining relative to the average hourly earnings for all 
manufacturing workers. They are now relatively much lower than they had 
been back in 1947. The substandard wage industries have been losing out in 
relation to the wage movement of all American industry. They are unable to 
correct this deficiency through their own efforts and it is essential that the 
Federal Government seek to correct this situation. 

The individual worker is the immediate direct victim of low wages. but the 
costs of substandard wages extend to the entire American society. The Na- 
tional Manpower Council recently announced that the soldiers who broke down 
during the war were those with the least education. They usually came from 
areas where the prevailing income was low. Not only were low income families 
and areas sending out men insufficient for the strains of war, but many draftees 
and volunteers from these areas were obviously so unqualified for the rigors of 
military life that rejection rates were highest in these areas. 

We hear about the threats of inflation. But actually the problems we face 
are unemployment, poverty, and underconsumption. The tremendous produc- 
tive capacity which we have recently built up has not been utilized. Even 
in this period of the so-called economic upturn, we find that American industry 
is operating at less than full capacity. We are not utilizing our resources. 

If we are to employ this unused capacity and stimulate the demand for more 
economie growth we must have more buying power. We can only spur the 
expansion of our capital goods industries if buying power promises to take up 
the production not only of present capacity but also of an expanded industrial 
system. Only by providing purchasing power to the low-income groups in this 
country can we be certain that the added income would expand the demand 
for the output of existing industry and stimulate new investments. Balanced 
expansion demands higher income among the low-income groups. 

America’s place as a leader in the advance of living standards among the 
peoples of the world demands that it promote the improvement of such stand- 
ards among the underpaid in this country. It is truly a national disgrace for 
some 3 million workers under the proposed extended coverage to be currently 
earning less than $1.25 per hour. 
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Another group which is being injured consists of the employers in low-wage 
industries who are paying or seeking to pay decent standards. The causes of 
substandard wages in many of these industries are basically rooted in their 
economic organization. Competitive forces prevent many employers from raising 
wages to levels which the industry could afford. The fringe of employers in these 
industries is exploiting the labor force and resisting all efforts to establish 
decent standards. We learned this lesson during the days of the National In- 
dustrial Recovery Act. The same developments have been observed in the ad- 
ministration of the prevailing minimum wage provisions of the Government 
Contracts Act. Limited as the Administrator is under this act to finding prevail- 
ing rates for specific industries rather than establishing new floors, as is the ob- 
jective of the present legisiation, he still encounters opposition from the “bitter- 
enders” who want no truck with advance. These men are greedy; they are un- 
willing to share the benefits of productivity, economic progress, and the profits 
of enterprise with their employees. 

In the absence of effective industrywide collective bargaining in these in- 
dustries, improvements in labor standards and wages are difficult to achieve. 
Each employer eyes his competition. One of the main supports for the original 
passage of the Fair Labor Standards Act was the demand of the fairminded em- 
ployer for some protection in his moves to improve wages. They had witnessed 
the deterioration of standards with the announcement of the unconstitutionality 
of the NIRA and wanted Government wage floors to assure their ability to pay 
decent wages. 

In the textile industry we have had abundant proof of the wisdom and need 
for having modern national wage minimums, They were vital to the advance 
in wages in the thirties ; now it is just as important to sustain the advances made 
through collective bargaining. Unless we secure a rise in the minmium wage to 
$1.25 the achievements of the Textile Workers Union of America in advancing 
wages to this level might well be endangered by the chiseling and unscrupulous 
employers who are undercutting the prevailing standards within the industry. So 
long as union coverage is incomplete and “right-to-work” States continue to inter- 
fere with the rights of workers to organize, an adequate Federal minimum wage 
is essential to the stabilization of competition in the textile industry. 

The practicality of the proposed $1.25 minimum is attested to by the fact that 
a significant section of the basic textile industry in the South raised their mini- 
mum wage rates beyond $1.30 an hour in February and March of this year. This 
achievement, effected through the constant efforts of the Textile Workers Union 
of America to impress upon the employers the need of sharing the benefits of 
their improved activities and profits with their employees, has considerably re- 
duced the impact which the $1.25 minimum would have, thereby making its 
application much easier. In 1958 the Bureau of Labor Statistics reported that 
36 percent of the textile workers were receiving less than $1.25. As a result 
of the wage increases in 1959, 1960 we estimate that this percentage has been 
reduced to well below 5 percent, concentrated in the seamless hosiery, knit 
goods, cotton yarn, and some out-of-the-way weaving mills. 

What is particularly significant about the current adoption of the $1.25 mini- 
mum is that it was voluntarily accepted in the textile industry through collec- 
tive bargaining and where collective bargaining does not exist, by the unilateral 
decisions made by the employers. The one uniform feature of the textile wage 
movement is the fact that only a chiseling fringe fails to observe a minimum of 
$1.25 or higher. Several leaders of the industry, including Mr. Spencer Love, 
president of Burlington Industries, Inc., have publicly declared that they believe 
that the minimum should be supported by Federal legislation to insure uni- 
formity in the industry and to eliminate unfair competition resulting from the 
substandard minimum rates which chiseling employers would otherwise con- 
tinue to pay. Unfortunately, there are and have always been such employers in 
the industry. 

The $1.25 or a higher minimum wage has been adopted in all branches of the 
Northern and Southern textile industry. It has become the prevailing minimum 
wage in the Southern textile industry. The Textile Workers Union of America 
petitioned the Secretary of Labor in March 1959 to determine this rate to be 
the prevailing minimum for the basic textile industry. This petition is now being 
considered by him as an amendment to the previous petition for a minimum of 
$1.165 minimum. But whatever his findings, the rate which orders will relate 
only to work on Government orders. While this action will exert considerable 
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influence on the industry, it in itself will not be sufficient to prevent the chiselers 
from continuing to pay lesser minimum rates. It is, therefore, imperative that 
the Fair Labor Standards Act be amended to raise the minimum to $1.25 go 
that there be uniform and universal observance of the same minimum in the 
textile industry, which is vital to the promotion of fair competition in the 
industry. 

The acceptance of the $1.25 minimum wage by the textile industry has far 
wider significance than the adoption of more equitable wage rates in this in. 
dustry. Over the last 25 years of Federal wage legislation, wage rates in the 
textile industry have provided a measure of the practical minimum rate for 
American industry. Industry Code No. 1 under the NIRA was for the textile 
industry. The wage committee for the textile industry in the early years of the 
administration of the Fair Labor Standards Act was again Industry Code No, 1 
The minimum adopted for this industry became the virtual floor for other in. 
dustries. When the 40-cent minimum was announced for the textile industry 
in April 1942, this rate was then extended in a wholesale manner to the remainder 
of American industry. 

The wage proceedings in the textile industry became the vehicle for defining 
the substandard rate for American industry under the procedures of the War 
Labor Board. 

When 73 cents was recognized as the minimum for the textile industry in 1946, 
it became the virtual target for Federal minimum wage action. As the industry 
moved its wages up, it made the realization of the 75 cents minimum for the 
industry a virtual certainty. It became effetcive in 1950. Again the proceed- 
ings relating to the textile industry before the Wage Stabilization Board provided 
the leverage for announcing a $1 minimum as a definition of substandard rates. 
This became the universal minimum in 1956 as the textile industry had already 
realized this rate. With the affirmation of the $1.25 minimum for the textile in 
dustry, the practical nature of this rate as a line of demarcation is now clearly 
recognizable and its extension as a wage floor for all industry should now be 
approved. 

The $1.25 minimum wage has been a goal proclaimed by the trade union move 
ment since 19538. The $1 minimum effective in 1956 must be considered to have 
been a step in the way of realizing this practical goal for American wages. 

One of the issues currently agitating the executive branch of our Government 
is the possible impact which this division in the minimum might have on prices. 
Past experience indicates that the low-wage industries’ price behavior is essen- 
tially different from that in the semimonopolistic, price-administered industries. 
The low-wage industries are on the whole composed of many competitors, and 
gains in productivity are more widely shared with the public in the form of 
lower prices than in any other group. Comparison of the wage cost and price 
movements in the two types of manufacturing industries shows that in the non- 
durable manufacturing industries, which are generally more highly competitive, 
average hourly earnings rose by 72 percent from 1947 to 1959, unit wage costs 
per unit decreased by 2 percent, and wholesale prices increased by 10 percent. 
In contrast, in the predominantly oligopolistic durable goods industries for the 
same period, average hourly earnings rose by 84 percent, unit wage costs by Il 
percent, and wholesale prices by 59 percent. These data set at rest any fear 
that wage increases by the low-wage industries are likely to cause rising price 
levels. Any pressure for rising price levels is not likely to come from the char- 
acteristic low-wage industry as competition forces the benefits of productivity 
to be passed on to the consumer. 

These trends are even more sharply set off in the textile industry. Average 
hourly earnings increased by 45 percent from 1947 to 1958. During the same 
period, man-hour productivity in the basic spinning and weaving industry rose 
by 58 percent, resulting in an 8-percent reduction in unit wage costs. Whole 
sale prices declined by an average of 10 percent. 

Estimates by the U.S. Bureau of Labor Statistics indicate that man-hour pro- 
ductivity in the hosiery industry had risen by 29.4 percent during the period 
1947-58 (table I). 

Reviewing the individual textile components (table II), prices for cotton 
products were shaven by 7 percent from 1947 to January 1960. Wool product 
prices have risen, but current prices are still below the 1949 level. Prices for 
man-made fiber textile products are 17 percent below 1947. Silk product prices 
are higher than in 1947 but still lower than the 1955 level. Increased productiv- 
ity in the textile industry, as in many lower wage industries, tends to offset the 
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rise in worker earnings. In general, prices are least likely to be inflationary in 
these highly competitive industries. 

In dealing with the low-wage industries, there are certain definite advantages 
to the management in the respective industries to raise their wages to prevailing 
American levels. By lifting wages management is provided new stimulants 
for improving their methods of operation. In addition the rise in wages tends 
to improve the workers’ performance and in time also his total personal attitude. 
We in the textile industry have had many striking experiences in which higher 
earnings have been reflected in greater worker interest in the job, higher output, 
and better quality of performance. The ultimate effect of the higher minimum 
wage is therefore entirely constructive and its effects on costs are minimal or 
nonexistent. In cases such as textiles it stimulates increases in productivity 
that more than offset the rise in workers’ earnings. 

In this day when business and conservative groups are seeking ways by 
which to reduce governmental costs, we commend to their earnest consideration 
the support of the minimum wage proposal found in this bill. It is the most 
direct and simplest procedure for reducing governmental costs. At present as a 
result of low wages, local, State, and Federal Governments must shoulder various 
types of welfare expenditures to support the families of substandard wage earn- 
ers. The Government is helping these people and thereby subsidizing the low- 
wage employer. Much of the welfare programs in our country arise from these 
deficiencies in earnings. One way of reducing these costs is to require these 
industries to pay their own freight. If they were to pay prevailing wages 
many of the demands made on the public treasuries would be reduced and this 
burden would be minimized. Industry would pay for its own employees and 
no longer exact a costly subsidy through relief measures. There is no more 
constructive way of minimizing total welfare expenditures than by assuring 
a fair wage of at least $1.25 to all employees in American industry. 

The above discussion has made it abundantly clear that a $1.25 minimum is 
practical and necessary. Need we add that the present minimum of $1 is 
obsolete. The cost of living has risen by 10 percent since 1955. Certainly the 
lower income groups are entitled to wage escalation to help maintain their 
meager real income. The Nation’s productivity has risen by more than 25 per- 
cent in the past 5 years. Average hourly earnings in the manufacturing indus- 
tries have risen by 22 percent. Decent living standards in the United States 
demand a rise in the minimum. The current pricing of the “city workers’ 
family budget” demands, on the assumption of a 2,000-hour year, a minimum 
rate of $2.25 per hour. The proposed minimum is entirely feasible for it would 
affect only a minor proportion of the presently covered workers, which is a 
smaller percentage than the number affected by prior increases in the Federal 
ninimum wage. 

We want to underscore for your committee that substandard wages are 
essentially the result of discrimination and lack of organization. Workers in 
low-wage industries not only do not receive the wage increases commonly granted 
in other industries but often don’t receive the prevailing rates for the jobs on 
which they are employed. In some cases the substandard rates are caused by 
historic lags. Competition among employers depresses wages and finally strong 
employers in some cases capture all of the benefits of increasing productivity. 
Low wages are not the result of the deficiencies in productivity of workers; they 
are caused primarily by the superior economic position of employers to enforce 
low wages and discriminatory rates. These conditions the Fair Labor Standards 
Act has undertaken to correct. Only through the adoption of a $1.25 minimum 
at this session of Congress can this goal be realized. 

The Textile Workers Union of America urges the adoption of the $1.25 mini- 
mum because it considers it vital to the assurance of fair competition in the 
textile industry and the protection of the hundreds of employers who now 
have adopted this $1.25 minimum. They need governmental defense from 
chiseling in the same manner as the Government has done in the past. 

Workers in other low-wage industries require the same protection as in 
textiles. The absence of union organization in many low-wage industries has 
held back necessary advances in wage standards. 

We strongly urge upon you the need for elimination of the present exemptions 
and the extension of coverage. We can no longer sanction substandard wage 
conditions for any substantial group in the population. Immediate action is 
essential. 
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TABLE I.—Output per man-hour in basic textile and hosiery industries, 1947-58 


























Basic textile industry Hosiery | Basic textile industry Hosiery 
output per output per 
Year man-hour, Year man-hour, 
Yards per | 1947=100 1947= 100 Yards per | 1947=100 1947=100 
man-hour man-hour 
7.8 100.0 9.9 126.9 126.6 
7.7 98.7 11.1 142.3 129.9 
8.3 106. 4 11.1 142.3 126.0 
8.8 112.8 11.3 144.9 125.8 
9.0 115.4 11.6 148.7 129.4 
9.0 115.4 12.2 156, 4 |.......s0nm 

















Source: Textiles—TW UA Research Department. Hosiery—U.S. Bureau of Labor Statistics. 





TABLE II1.— Wholesale price index of textile products 














[1947-49= 100] 
| | 
|January} 1959 | 1958 | 1955 | 1919 | 1947 
| 1960 | | 
eee EE Se eee AE RES E BS Pee eS ee | 
—- ———. —| —— —_ ESE —| — 
| 
6 Ae ER 93.7 | 91.4 | 89. 1 93.3 95. 5 98.9 
Cotton products ; 95.9 | 91.7 | RR. 4 91.5 91.8 103.1 
OS VE ae 95.4 | 93.9 | 92.0 93. 6 88.4 104.5 
Broadwoven goods ta 95, 2 | 89.3 | 85. 0 89.3 89.9 105.5 
Narrow fabrics __ 75.7 77.0 | 76.7 76.1 90.9 100.6 
ine Abate oo ceb eux 115.3 108. 7 104. 2 100. 4 101.3 93.5 
Housefurnishings 94.8 93.7 92.5 94.5 96. 7 98.5 
Wool products 103.9 101.6 100.8 104.7 105.0 90.6 
Wool tops 93. 1 92.5 88.5 99.9 104. 6 87.9 
ALA bbb Kineddcesvedos nck 100. 2 97.0 92.2 98. 1 105. 1 88.8 
Blankets (including part wool) ___- 121.4 119.9 120. 6 124.8 101.3 97.7 
Broadwoven fabrics___.- ~diietek- eile 105. 4 103. 4 104. 4 106.3 105. 2 91.3 
Knit outerwear fabrics___-_.-_.-- — 117.7 112.9 113.9 114.3 109.3 911 
Manmade fiber textile products______- 80.0 81.1 80.2 88. 6 95. 2 6.6 
Filament yarns and fibers________- 96. 1 100. 9 100. 6 105. 6 101.6 95.2 
Spun rayon.....-... L 14 okly eae 79.5 77.6 74.4 80.9 85. 4 106.6 
Broadwoven goods....__-.......-- 66. 6 65.9 64.9 72.2 90. 4 97.3 
NLS ES a te RE 71.5 72.0 71.0 83.5 95.8 98.8 
Narrow fabrics. ..........-.....-..- 128.0 128.0 128.0 114.5 104.6 90.4 
BE rte tint oabecitkentsrencocs 122.0 113.5 113.5 123. 8 89.9 117.2 




















Source: U.S. Bureau of Labor Statistics. 


SUPPLEMENTARY TESTIMONY BY CC. P. ELLINGTON, INTERNATIONAL REPRESENTA- 
TIVE, TEXTILE WorKERS UNION oF America, AFL-CIO 


NEED For HIGHER MINIMUM WAGES IN A BiG Criry 


On the basis of several years of intensive work as a trade union organizer in 
and around the city of Baltimore, Md., I can say with assurance that there isa 
real and pressing need for the adoption of broader coverage of the Fair Labor 
Standards Act and the $1.25 in a big metropolitan area such as this. There are, 
of course, what may be described as high-wage plants in Baltimore, such as 
Bethlehem Steel and the Glenn L. Martin Co., ete. On the other hand, there are 
hundreds upon hundreds of low-wage plants, many working people at the bare 
dollar-per-hour legal minimum. 

Let me cite two specific situations with which I am in close contact at the 
present time. 

A few months ago my union was asked by the employees involved to assist 
a group of about 250 men and women to organize a union in a long-established 
local furniture factory. This plant makes the finest type of living room furni- 
ture. The name and location of this establishment will be readily provided if 
so desired by the Members of Congress. 

The starting wage in this shop is a dollar an hour. After some months the 
wage goes up to $1.10 per hour for colored workers and to $1.15 for white workers. 
Married white workers get a slightly higher rate than single white workers 
Married Negro workers are not paid this differential. 

We estimate that roughly 75 percent of the entire work force of about 250 
men and women stay indefinitely at these rates of $1.10-$1.15 per hour. A few 
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craftsmen in this shop get higher pay. On the other hand, we also encountered 
certain employees who work year after year for only $1 per hour. We can 
cite the case of one woman who has been in this plant for 14 years and is still 
getting only what the law requires—a straight dollar per hour. At least one 
white woman employee in the plant has drawn a wage of $1.10 for the past 
11 years. 

It should be understood that all of these very low paid people are steady, 
dependable employees; they are not substandard workers, although drawing 
substandard pay. Moreover, while not mechanics or tradesmen in the ordinary 
sense of the term, they have developed skill on their particular jobs and are 
highly productive in terms of output. 


WIPING RAG INDUSTRY 


In quite another field we find a most deplorable situation in the so-called 
wiping rag industry. This industry principally produces waste and cloths for 
various types of cleaning work. The Army and Navy and other Government 
departments are big buyers of this type of material. Indeed, most of the big 
manufacturing concerns, the steamship companies, office buildings, ete., in the 
region are customers of the shops in the area who do this kind of work. 

The industry is dominated by one family which owns six plants in different 
locations. A total of approximately 600 persons are employed in these plants. 
The volume of business done in these plants exceeds $7 million annually. 

The wage in these shops is just what Federal law obliges the employers to 
pay—$1 per hour. As far as we have been able to ascertain, everyone in these 
shops get the same pay—the straight legal minimum. 

The Textile Workers Union of America has had a contract for some years 
past with a large concern in Ohio which does the identical kind of work— 
provides bundles of rags or waste materials of specified types and dimensions 
which are used for cleaning purposes. This unionized company has paid more 
than the legal minimum right along and, through a piecework wage scale on 
some of the jobs, thus enables a number of workers to average something ap- 
proaching a bare living wage. The unionized company sells to the Government 
on a bid basis and to other large buyers, such as the auto companies, also on 
a bid basis. It is evident, therefore, that this industry can afford a wage some- 
what higher than that now required by law. It is equally evident that a higher 
rate of pay will not be paid unless the Fair Labor Standards Act is amended 
to make the $1.25-per-hour rate mandatory. This fact becomes very clear when 
you realize that the unionized higher wage plant must compete with the nonunion 
plant paying the dollar to everyone. 

The fact should be kept in mind that while these shops are commonly called 
“rag plants,” the work which the individual employee is called upon to perform 
requires very close attention, some skill, and a good deal of responsibility. The 
specifications which the buyers impose on the suppliers are fairly rigid; textiles 
of certain types are rejected as being of no use for cleaning purposes. The 
worker must be able to work at great speed and yet sort out just those kinds of 
fabrics which are acceptable and those that are not. The Government frequently 
inspects shipments of wiping cloths and has been known to reject a rail carload 
when a few bales were found to include a rag or two which were not as per 
specification. Therefore, the employer must demand of his employees consid- 
erable responsibility and a good sharp eye for what will pass muster and what 
will not. To the uninformed, rag sorting sounds like menial work that could 
be done by any dumbbell. The facts are quite otherwise. A job of this sort is 
well worth at least $1.25 an hour. Indeed, it is quite likely that the employers 
in industries such as ‘this will be better off when the minimum is increased. 
They may be able to gradually improve the quality of their help as they begin 
to pay something like a fair wage. 


SUPPLEMENTARY TESTIMONY BY HARRY BE. ROBERTSON, FIELD KEPRESENTATIVE, 
TEXTILE WoRKERS UNION OF AMERICA, AFL-CIO 


MANy TexTILE WorKERS IN NorTH CAROLINA AND SourH CAROLINA ARE STILL 
PaArip LEss THAN $1.25 PER Hour 


My work for the Textile Workers Union of America brings me into daily con- 
tact with many typical employees—usually nonunion—in Cleveland, Lincoln, 
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and Gaston Counties in North Carolina. I make frequent trips into mill areas 
in South Carolina just across the line between the two States. Most of the 
people I talk to in these areas work in cotton (or other types of textiles) mills 
where the minimum wage is less than $1.25 per hour. Indeed, in quite a number 
of these plants the average plantwide wage is less than $1.25. 

In recent years, and especially in the past 2 years, I have noted a marked 
trend in these low-wage mills in the areas in which I operate: the spread be- 
tween the earnings of the lowest paid and of the highest paid workers is getting 
narrower all the time. For instance, in a number of mills—whose names I 
could supply—the sweeper gets $1 (because the law require it), the spinners 
and winders get $1.10 per hour; fixers (section men) in these plants get $1.31 
per hour. These latter are strawbosses of a sort and get the highest pay in the 
shop. 

Month by month the pressure for production becomes more intense in all these 
plants. The employee is required to do more and more work. Last week one 
woman passed out, due to exhaustion, in a mill where I was visiting. She had 
to be carried out. The week before, another woman had to be carried out for 
the same reason. Yet, on top of this, they are still after them for more 
production. 

I went to my doctor for a checkup a couple of weeks ago. He told me he had 
many women coming to him from the cotton mills in this area and reported they 
were on the verge of a nervous breakdown, due to pressure being put on them 
for more work. Also, he said they do not have time to eat or tend to their 
personal needs. This condition, I learn from others, is true in North and South 
Carolina as a whole. 

Last summer in Cherryville a woman had to be taken out of the mill with a 
nervous breakdown, due to the same thing. She is now working again. 

As these companies put in small wage increases the spread between the mini- 
mum and the maximum gets narrower all the time. The balanced wage scale 
we had several years ago is almost completely vanished. For instance, unskilled 
workers get $1 to $1.18 per hour; the winders, spinners, and other skilled work- 
ers get the same or a few cents above. Along with these small increases they 
also get more work put on. For instance, in the Rhynehouser mill in Cherry- 
ville they put in a 5-cent-an-hour wage increase last month due to a drive for 
the union there. Then, they also increased the workload on all pieceworkers, 
Spinners who were running 12 sides were given 14 sides to run. The same pro- 
portion of increase was given other pieceworkers. 

In Waxhaw, N.C., where we recently lost an election, there was an incident 
which the Members of Congress should ponder I believe. A young married man 
(married about 6 months) was our observer. He is a fine young man, does not 
drink or waste any money and tries to save every way he can. He is a hard 
worker. He didn’t feel right about sitting in on the election wearing his over- 
alls. Since he had no suit of clothes of his own, I took him to his dad’s home, 
where he borrowed his dad’s only suit for the day. This is not an isolated case 
where a cotton mill worker hasn’t a suit of clothes; this is very common here in 
the Carolinas. 

Here are some rates in particular mills: 


Carlton Yarn, Cherryville, N.C. 


A spinning mill, 275 employees. 
Minimum wage $1.18 applies to many jobs which are skilled or semiskilled. 
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Per hour 
eS Sl ok eed oth ore ool el edb ees ed $1. 21 
nS ee es ee tide bs bee) oe Oo ee Cos 1.18 
rial otek hes ort eis i titel al bu ed do 1.18 to 1. 


Many with 6, 7 years service doing many jobs at $1.18 per hour. The em- 
ployees have been promised a raise but the company will not tell the workers 
what it will be. 


Howell mill, Cherryville, N.C. 


This mill pays from 5 to 10 cents less than Carlton Yarn. The minimum is 
$1 per hour. 


Belmont, N.C. 


Living conditions are even worse in this area than in many other areas. The 
thing that breaks your heart is the way the children have to live. Families of 
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five or six in 4room shacks, outside toilets, etc. Along with these conditions, 
and low rates, the company is still after them every day for more and more 
production. 


Minimum, 

per hour 

RR UE ears ongnih bad ngebenpieygentst dgheg hn eereriree metas +rereemumante aaa $1. 01 
NN i tes, Neaace ener dette mdecnered mene eae nin tnt heemiaae 1.01 
ke 5 eaten Eilts blest SEE eeeahdan Rie meget it cabins tetadiedionl 1. 01 


Shelby, N.C. 

Many mills in Shelby pay from $1 minimum to $1.15 per hour. Here again, 
the workload is very heavy and women are pressed for more and more produc- 
tion even though they tell me they don’t have time to eat. 


Lincolnton, N.C. 
The rates and working conditions here are the same as in Cherryville. 
York, 8.C. 
The minimum in York is $1 to $1.10 per hour. 
In Bud Dye mill there is a minimum of $1, with 75 percent of the people in the 


mill on this rate or $1.10 rate. 
Other mills pay $1.10 minimum with top of $1.40. 


Kings Mountain, N.C. 


The minimum here is $1.10, with the exception of Burlington mill which pays 
$1.25 per hour. 

In these mills you also find the minimum very close to the maximum. A 
sweeper gets $1.10 per hour and a spinner or winder being worked to death and 
only making $1.15 to $1.20 per hour. 


Bessemer City, N.C. 


The minimum here is $1.10, and most workers receive the minimum or 5 to 
10 cents above. 


Mount Holly, N.C. 


The minimum for workers in these mills is $1.10 and the top rate $1.35 for sec- 
tion men. About half the people are on the minimum or a few cents above in 
some cases. The workload is terrific in all these mills. Many women pass out 
in the mill due to the heat and pressure being put on them for more production. 
Living conditions in most all of these areas are at the bottom of thelist. It’s hard 
to believe unless you see it for yourself. 


Gastonia, N.C. 


Textiles, Inc., has 11 mills which are as follows: Arkray, Arlington, Mutual, 
Myers, Myrtle, Oceola, Pinkney, Ridge, Seminole, Victory, and Wingate. 

Since they all do the same operation you would think they would all pay the 
same rate. However, there is a difference of 5 to 10 cents per hour on certain 
jobs. However, the minimum is the same, which is $1 per hour. The top rate 
is $1.35 to $1.40 for section men. Few jobs are above this. I would guess the 
average wage in these mills would range from $1.30 to $1.35 per hour. 























Minimum 

Mill per hour 
Perians Mme qc cceceonsnecn pene seh ae LE $1. 00 
Gray ete oi cece en tlle suet at Be Se 1. 00 
Gaatonia: Welvine: «12.2.0 2eg lL 3.2h= 2590 
United States Rubber (2 mills) _....--.--_-_--__._--------------- ee 1. 00 
Pee ne  Weetes ee Sok ee Le SR ee ee 1.18 
Central Dyeing...........-._..__-- tee uit a 2.30 
Bmyre wii. ~ 0-2-2655 pis ap” Be ae 
Rex No. 1 and No. 2 mills-...-.-.__--_.-__ ~~~. 1.18 
Textiles, Taic.‘(2i mille) io. Jee a 1.00 





Bowling Green Spinning Co., Bowling Green, 8.C. 


Just across North Carolina line: Minimum, $1; maximum, $1.30. 
In United States Rubber (two plants) in Gastonia, the rates are low and work- 
loads higher than in most other mills. 
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SUPPLEMENTARY TESTIMONY BY JOHN W. EDELMAN, WASHINGTON REPRESENTATIVE, 
TEXTILE WORKERS UNION OF AMERICA, AFL-CIO 


TypicaL MILLS AND SHOPS IN TENNESSEE AND TEXAS PayING Less THAN $1.25 
Per Hour 


The list herewith of textile and clothing plants in Tennessee which are presently 
paying wages of below $1.25 per hour was sent a couple of weeks ago by Leroy V. 
Smith, a field representative of the Textile Workers Union of America, working 
out of the Nashville office of our union. Mr. Smith emphasized that this was a 
partial list—that a considerably longer one would reach me in a few days. A 
week later when I received no further word from Smith, I called our office in 
Nashville. I was shocked to learn that Leroy had died suddenly of a heart at- 
tack. 

We can state with firm assurance that any information of this character com- 
piled by the late Leroy V. Smith would have been based on competent, consci- 
entious, firsthand contacts and observation. Obviously, these plants itemized in 
this report are merely typical of a much larger number operating in Tennessee, 
Texas, and surrounding areas. 


Mills in Tennessee paying less than $1.25 per hour Em- 
ployees 
Blankets: Springfield Woolen Mill, Springfield, Tenn., 200 employees 
Bi CN BEE. isn aneierbbarbiben <b dsm ot «eae ewe 400 
Mop Yarn: Hyde Park Mill, Covington, Tenn., 190 under $1.25—around 
EE ON Se SO Ske Se Ce ny aE en 247 
Bags: Werthan Bag Co., Nashville, Tenn., 250 under $1.25—around 1.18 
I TREES ES bch adn hoe me cstas c acilal ad cneem minpeiapyy omy get hh $B eee Et baie ee cape 1,000 
Carpets: Carter Brothers, Inc., Chattanooga Tenn., 120 under $1.25— 
I RR se ee a a i i cc i ee a 155 
Carpet and chenille: Carolyn Chenilles, Inc., Chattanooga, Tenn., 500 
mater $1.25—average 61:06 to’$1.20_. 2... 2. ae 740 
Chenille: Ray-Ser Dyeing Co., Chattanooga, Tenn., average wage $1 per 
EES SRE en REL ER 2 ae I Re go 75 
Carpets: Sewanee Carpets, Inc., Chattanooga, Tenn., average wage $1.05 
ere ESS a A Sd ae a SS 15 
Cotton mill: Dyersburg Cotton Products, Dyersburg, Tenn., 300 under $1.25 
ue essen ee es IE 2 a eee ek Ss So) su 600 
Overalls and jeans: Big Jack Manufacturing Co., Bristol, Tenn., 500 re- 
ceiving approximately $1 per hour-- 22-2620 ee 700 
Gloves: Wells Lamont Corp., Brownsville, Tenn., 250 receiving average 
oe, SEES a Fe Se a ee ane ea 300 
Shirts: Carthage Shirt Corp., Carthage, Tenn., prevailing wage $1 per 
OES 85 0 ME co 0.9 TB 0) ARNE SS og ar adel fly ce FERRE ahaa 1 Se Ee 250 
Knit sport shirts: Rivoli Mills Inc., Chattanooga, Tenn., all wages $1 
Te a ll on we ueerimaweerminrhemermemnnrene 100 


Jeans, slacks, jackets : 
Mason and Hughes Inc., Clarksville, Tenn., prevailing wage: $1 per 


CT Eee swam bcamemamicmemanaaimue 300 
Tennessee Tuttine Oo., Nashville, Tenn........................iLii 300 
Hardwick Clothes, Cleveland, Tenn__......_._____.-___-..-._.-__.. 399 
Dickson Manufacturing Co., Dickson, Tenn._.......-____-_-_______ 320 
Steinway Clothing Co., Johnson City, Tenn___.--_--_----------_--_ 300 
True Loom Manufacturing Co., Inc., Lafayette, Tenn___-_.-__--.__-_~ 500 
(Blue Ridge Mfrs., Inc.) 

Spartan Manufacturing Inc., Sparta Tenn_____-----__-_---__--__-_ 750 
Spartan Manufacturing Inc., Smithville, Tenn_...__..__.__-_-_______ 800 
Spartan Manufacturing Inc., Dunlap, Tenn_______-----_---_--_---__ 500 


Spartan Manufacturing Inc., also has one shop in Japan which 
is 7 stories in size. 











Colonial Manufacturing Co., Woodbury, Tenn_____-_ 1,200 
Colonial Manufacturing Co., Jamestown, Tenn _..._.....__-_--____- 400 
Colonial Manufacturing Co., Portland, Tenn____ pons 500 
Mills in Texas paying under $1.25 basic salary Em- 

ployees 

Texas Textile, MeKiamey, Tex..................... 670 
Guadalupe Valley Mills, Cuero, Tex__..__________ *300 





4 Approximate. 
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SUPPLEMENTARY TESTIMONY BY J. MICHALE BOTELHO, VICE PRESIDENT, TEXTILE 
WorRKERS UNION oF AMERICA, AFL-CIO 


TEXTILE WORKERS IN GEORGIA AND ALABAMA NEED THE $1.25 MINIMUM 


There is a pressing and important need from the standpoint of the textile 
workers of Georgia and Alabama for immediate enactment of $1.25 per hour 
Federal minimum wage. 

The press has given the impression that recent ‘‘voluntary” wage increases 
by textile manufacturers in the South including Georgia and Alabama auto- 
matically meant that no one employed in these mills in the South would be re- 
ceiving less than $1.25 per hour. Such is not the case. There are at a conserva- 
tive estimate some 25,000 persons in cotton textile mills in Georgia out of a 
total of roughly 90,000 employed, who are working in plants where the $1.25 
minimum does not apply as of this date. 

The really big block of men and women in this industry who continue to work 
for very low wages are the 20,000 persons employed in the chenille plants in 
jeorgia. The bulk of these mills are in the Dalton area. The average wage, 
let alone the minimum, in the chenille industry is almost certainly below a $1.25 
per hour. We base this assertion on our first-hand contacts with the employees 
in these mills. The Textile Workers Union of America has two organized mills 
in Dalton and our members maintain close contacts with relatives, friends and 
neighbors who work in the chenille shops. In addition, we have carried on or- 
ganizational activities at many of the chenille plants in recent years. 

We can state with absolute assurance that the application of the $1.25 statu- 
tory wage in the chenille industry would be a boon to this large body of em- 
ployees and it would have an immediate and helpful impact on the economy of 
the area where these families live. There is no conceivable reason why these 
chenille workers should be required to work for the substandard wages they 
now are getting; we appeal for action by the Congress for this body of fellow 
citizens and fellow textile workers. 

As to the cotton mill workers other than those in the chenille plants, a most 
conservative figure would give us a total of about 70,000 such employees in 
Georgia today. We repeat, these are employees not engaged in the chenille in- 
dustry. One of this total, certainly more than 5 percent are at present working 
in plants where all employees do not receive the $1.25 rate. Based on our best 
information, we say that at least 5,000 men and women in cotton mills through- 
out Georgia are today receiving hourly wages of less than $1.25 per hour. 

In Alabama there are some 12,000 cotton textile employees. The percentage 
presently earning below $1.25 would be about the same as in Georgia. 

Members of Congress must understand that recent wage increases in textile 
plants in those States have been accompanied by increased work assignments. 
In other words the employee who receives a few cents extra pay must now do 
more work. We believe it to be a fact that actual labor costs per unit of pro- 
duction are less as of today than they were prior to the so-called “voluntary” 
wage raises of recent weeks. Indeed, in the textile industry generally, the pres- 
sure for greater production which has been exerted on employees in the past 
several months has reached a point where many of the workers are reaching a 
point of physical and nervous exhaustion. The pace which these men and 
women are required to maintain is now at the point where it is harmful in 
many, many cases. 

We cite this fact not because we feel the Congress should solve that problem 
but to illustrate our basic point that the textile employers are well able to afford 
the increased minimum and that the employees are more than earning in in- 
creased workload whatever slight raises in pay the law would finally require. 


Mr. Epetman. May I conclude, Mr. Chairman, by pointing out to 
you that far from having tried to in any way not deal with this ques- 
tion of the foreign competition, Mr. Barkin 1s probably the most pro- 
lifie witness on this question and has given a real volume of testimony 
on this question before the Senate Finance Committee and Ways and 
Means Committee for a number of years. 

We have worked on this problem, Mr. Chairman, I think more con- 
sistently and more assiduously than almost any other single union or 
any other single group of unions in this country. 
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Mr. Lanprum. I recognize that and I am sure other members of the 
committee will. 

As a matter of fact, we have considerable more work to do in that 
area if we give ourselves the protection that we require. 

Mr. Puctnsxt. Mr. Chairman, I am very sorry to see Mr. Edelman’s 
statement going into the record. I think everybody here will agree 
that he is certainly one of the most conscientious representatives rep- 
resenting labor in Washington. He has always been very fair in his 
dealings with the Members of Congress. 

I do not know of any instances where he has tried purposely te 
mislead anybody. 

He has certainly made a big contribution here in helping many of 
us to understand the problems of this particular industry. 

I hope that the membership of the textile industry, the union mem- 
bers, will know that they have an excellent representative here fighting 
their cause. 

Mr. Epetman. Thank you very much. 

Mr. Lanprum. Thank you, gentlemen. 

Now, Mr. John E. Means, we have 15 minutes allotted to you here. 
Will that give you enough time? 

Mr. Means. Mr. Chairman, may I explain that I am not primarily 
going to make a statement, only an introductory remark or so, but we 
have a group of four who follow me, I think in order on your list. 

Mr. Lanprum. If that is the case here, Mr. John E. Means, Mr, 
Owen 

Mr. Means. And there are three to follow. 

Mr. Lanprum. Mr. Gysegem. 

Could you all come around. We might get this thing expedited 
here a little bit. 

Mr. Thomas Bundy, Mr. Arthur Parker and Mr. Roose. 

Mr. Means. Excuse me, Mr. Chairman, Mr. Parker will not be here, 
but Mr. Roose will be. 

Mr. Lanprum. Is Mr. Roose here? 

Mr. Means. We are all here assembled. 

Mr. Lanprum. We have some charming ladies back here. 

I wonder why you gentlemen do not yield to them. 

Mr. Means. I think we would a better job if we let them state our 
case for us. 


STATEMENT OF JOHN E. MEANS, MANAGING DIRECTOR, 
PENNSYLVANIA RETAIL DEALERS ASSOCIATION 


Mr. Means. Mr. Chairman, first I will identify myself. I am John 
E. Means, managing director of the Pennsylvania Retail Dealers As 
sociation, which is a statewide organization representing all the 
branches of the retail trade. 

We have a rather simple type of statement to give you today. We 
want to register our complete opposition to any extension of Federal 
wage-hour coverage into local retail and service trade employment. 

We base our opposition primarily on two points: One, the principle 
involved. We feel that if there is need for regulation of local employ- 
ment such as retailing and service trades, that the proper level to do 
that is within the State, within the Commonwealth. 
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In Pennsylvania we have seeumpene experiences within the past 2 
ears indicating the practicality of that method of regulation. I will. 

glad to explain any information that the committee might request 
along that line. 

Mr. Lanprum. Do you have a minimum wage and maximum hour 
law in Pennsylvania ? 

Mr. Means. Yes, sir; we do. 

Mr. Lanprum. Are the retailers in the field in which you work 
covered ¢ 

Mr. Means. We are definitely covered, sir. The order was put into 
effect 2 years ago and is going to be revised within the next few 
months, 

The secretary of labor and industry who was here in the room 
earlier, has called for the nomination of a new wage board, new wage 
surveys have been made covering current wage conditions in the retail 
field and the wage board will begin its work in the very near future. 

Mr. Lanprum. Does the wage board have authority to put into 
effect an increase, or does it make recommendations ¢ 

Mr. Means. It makes a recommendation to the secretary who after 
conducting a public hearing in which everyone is given a chance to 
express their view on the proposal submitted by the wage board, 
then makes his final decision. 

Mr. Lanprum. The Secretary has the authority, then, to issue an 
order increasing the wage? He does not require additional legis- 
lation ? 

Mr. Means. No, sir; all the enabling legislation is on the books and 
has been for quite a long time. It is a living, dynamic thing as evi- 
denced by the fact that we are now undergoing our second revision 
within a period of 2 years. 

So that is our basic objection in principle. 

We are also very much opposed to the extension of Federal inter- 
vention into local employment because we feel that it will have a very 
uneconomic impact, a very serious economic impact in many com- 
munities, including our highly industrialized state of Pennsylvania. 

These gentlemen here with me today are all in a position to testify 
of their own knowledge as to the conditions in their own immediate 
areas, as to what the impact of a dollar and a quarter Federal wage 
would be. 

Mr. Chairman, I think that I will stop on that opening remark and 
at this point ask Mr. E. A. Owen to present his paper. 

I would like to assure the committee before Mr. Owen starts, that 
all of our papers are relatively short. I feel that we can complete 
our entire case within the time allotted to us. 

Mr. Owen. 


STATEMENT OF EDWARD A. OWEN, BUSINESS MANAGER, J. M. 
WILLSON & SONS, SHARON, PA. 


Mr. Owen. Thank you, John. 

Before discussing our reasons for being opposed to the extension of 
the minimum wage and hour law to retailing, I would like to thank 
you gentlemen for giving up some of your valuable time to listen to 
us. 
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My name is Edward A. Owen, business manager of J.M. Willson 
& Sons, of Sharon, Pa., a retail furniture store that has operated con- 
tinuously since 1845. 

I am also a member of the board of directors of the Pennsylvania 
Retailers Association, an organization whose membership includes 
stores in all of the major branches of retailing in approximately 175 
Pennsylvania cities and towns. 

One-half of the members of the association have a volume of less 
than $100,000 a year; 

Ninety-one percent of the membership has an annual volume of 
less than $1 million. 

Stores whose annual volume exceeds $1 million make up 8 percent 
of the membership. 

Thus we represent all size stores in Pennsylvania. 

I appear here today speaking as a representative of all retailers 
in Pennsylvania with what seems to me to be good valid reasons for 
opposing the extension of the Federal wage and hour law to retailing, 

Mr. Lanprum. Mr. Owen, if you would indulge us just a moment, 
while you are dealing with these figures in your opening paragraph 
there, we see here that 91 percent of your membership has an annual 
volume of less than a million dollars. 

Mr. Owen. Yes, sir. 

Mr. Lanprum. And that 8 percent of your membership has a volume 
in excess of a million dollars? 

Mr. Owen. Yes, sir; that leaves 1 percent. 

Mr. Lanprum. Now, H.R. 4488 and most of the others provide for 
a half million dollar cutoff. 

Mr. Owen. Yes, sir. 

Mr. Lanprum. I wonder if you could give us any number of those 
stores in your association that would be affected by this $500,000 if 
the bill were to become law. 

Mr. Means. Mr. Chairman, that might raise the covered member- 
ship up to, say, somewhere in the neighborhood of 12 to 15 percent of 
the total membership. That is just a guess. 

Mr. Lanprum. So this 8 percent plus 4 or 5 percent more? 

Mr. Means. That is right. 

Mr. Lanprum. You would still have, then, about 50 percent of them 
are less than $100,000, and maybe 20 or 30 percent between $100,000 
and $500,000. 

Mr. Means. That is right. 

Mr. Lanprum. Thank you, sir, for the interruption. 

Mr. Owen. The first point to consider is whether or not the present 
level of retail wages is affecting the minimum standards of living 
necessary for health, efficiency, and the general well-being of the 
workers. 

Frankly, we do not feel that the level of retail wages is detrimental 
to the well-being of our employees. 

Remember, if you will, that we in retailing must compete with 
industry in a common labor market. Wages in retailing must be 
attractive to prospective employees or we would not be successful in 
hiring the type of personnel we feel is necessary to properly staff our 
stores. 
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We must have intelligent, quick thinking, efficient employees if we 
are to give our customers the type of attention that is necessary in 
this competitive age. 

To secure employees of this caliber means that our wage rates, 
along with other benefits, must be competitive with industry. 

We all realize, I am sure, that retailing is one of the most im- 
portant cogs in our economy. It is through the retailer that all the 
goods produced in this Nation are distributed. Ultimately every- 
thing that is produced is sold to a retail customer. 

True, millions of dollars worth of equipment is produced and sold 
that does not directly enter the retail market, but the only reason it 
is produced is because it will be used to manufacture something that 
ultimately reaches the retail market. 

And because our output of goods is increasing annually, like- 
wise retailing must increase. Imposition of a Federal wage and hour 
law will deter this vital expansion. Risk capital will not be available. 
Aggressive young people will hesitate before investing their time 
and money in the retail field. 

This must not happen if we are going to continue to enjoy a pros- 
perous and ever-increasing economy. 

Retailing is essentially a local business. The success that a store 
achieves is dependent, in a large part, on the economic conditions of 
the immediate area. Therefore, wages must fluctuate as local con- 
ditions demand. 

The extension of the Federal wage and hour law could conceiva- 
bly work a great hardship on retailers doing business in depressed 
areas. 

In Pennsylvania we have highly industrialized, highly competitive 
areas. Here retail wages are high because the store operators are 
competing with industry for their employees. 

In other areas the economy is depressed. Little money is in cir- 
culation because of the lack of industry. Retail wages are lower 
because the employer is not doing a volume of business great enough 
to justify a wage as high as that paid in a highly industrialized, 
prosperous area. 

Likewise the productivity of a retail employee in a depressed area 
is less because there are less potential customers. 

Extension of the Federal wage and hour law to all areas would 
probably cause many retail establishments in depressed areas to fail 
which would create additional unemployment. Even if the store did 
not fail, unemployment would still be increased because to operate suc- 
cessfully they would be forced to retain only their most efficient em- 
ployees and let the rest go. 

Retailing is a service. Retailers manufacture nothing. Because 
of this it is not possible to schedule work force for peak efficiency. 

In an industrial organization, labor is used only when customer 
orders are on hand. In a retail operation you must be adequately 
staffed at all times to take care of the peak number of customers that 
can reasonably be expected to come in. Because of this fact, many 
productive hours are lost as our salespeople are not engaged 100 per- 
cent with customers or other productive effort. 

_A recent study made by the National Retail Merchants Associa- 
tion covering the 10-year period of 1947-56, found that payroll costs 
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had risen from 16.85 to 18.25 percent in relation to sales. This rep- 
resents an increase of 1.40 percent and means a drop of 1.45 percent 
in average net profit before taxes. 

Other costs of doing business have increased so that it is becoming 
increasingly difficult to show a profit. 

In our own store, in the years 1952-59, our payroll costs has in- 
creased from 16.97 to 19.02 percent in relation to sales. This shows 
that wages have increased without a corresponding increase in efl- 
ciency. 

Again using our store as an example, only about one-sixth of our 
employers receive less than $1 per hour. None of those employees 
earning less than $1 per hour—in fact, none of our employees who 
earn less than a dollar and a quarter per hour—are the chief wage 
earners in their families. 

Mr. Lanprum. Justa minute, please. 

When you mention less than $1 an hour for employees, are you re 
ferring to your own store? 

Mr. Owen. Yes, sir; I said using our own store as an example. 

They are all female employees serving in various clerical capaci- 
ties. Inasmuch as they are probably producing everything they am 
capable of, an increase in wages for this group would merely increase 
our cost of doing business and contribute to inflation. Increased 
wages do not produce an increase in efficiency. 

We now have a State retail minimum wage order for women and 
minors which imposes a minimum hourly rate of 75 cents in com 
munities under 10,000 population; a rate of 85 cents in communities 
over 10,000 and up to 500,000 population—which includes my city of 
Sharon—and a rate of $1 in cities over 500,000 population, or speci- 
fically, Philadelphia and Pittsburgh. 

An increase in the minimum wage rate from the present State 
minimum of 85 cents in my city to the Federal minimum of $1 means 
an increase of 17.6 percent. This increase would have to extend all 
the way through the organization to maintain the merit differential 
that presently exists. 

Assuming that the Federal wage and hour law had been in effect 
in retailing in 1959 with a minimum of $1 per hour, our pay roll 
cost would have increased from 19.02 percent of sales to 22.37 per 
cent, an increase of 3.35 percent in relation to sales. 

Further assuming that the Federal wage and hour law was it 
creased to a dollar twenty-five per hour, our payroll cost—based on 
our 1959 operations—would have increased from 19.02 percent of sales 
to 27.95 percent an increase of 8.93 percent in relation to sales. 

Moreover, it is obvious from these figures that the actual increas 
in our payroll from the 85-cent minimum to the $1.25 minimum would 
be 47 percent. 

In view of the fact that profits have practically vanished, and in 
1959 we ended the year with a loss, the increase in wage costs would 
eventually force many stores to go out of business. 

How would retailers meet a mandated increase in their payrolls! 
One way would be to increase the markup. This would reverse the 
trend to lower markups which has been in evidence for the last 1 
years. If retail prices are forcibly increased by higher payroll costs, 
there would be no advantage to anyone. 











crea 


latic 
wou 


of s 
com 
met. 
stan 


whe 
won 
tur 

A 
dur 
ext 
offic 
The 
a je 
mer 
exp 


thei 
isa 
peri 
this 


peo 
type 
reta 

A 
plo; 
Ust 
whi 


cent 
oth 
2p 
mo} 


em} 
wil. 
pro 
and 


) 
whi 
) 
star 








BESS PAF =e BY 


¢ 


ecl- 


Ans 
all 
tial 








MINIMUM WAGE-HOUR LEGISLATION 383 


By this I mean that even though individual income had been in- 
creased, the relative purchasing power would remain the same. 

In addition, we have an ever-increasing percentage of our popu- 
jation who are living on retirement incomes. Increases in retail prices 
would actually reduce their purchasing power. 

Another way to meet this increase would be through an expansion 
of self-service. This would eliminate many jobs. It is a matter of 
common knowledge that retail stores are turning to the self-service 
method of operation in every possible situation to offset their con- 
stantly increasing payroll percentages. 

However, this merely aggravates the problem for those employees 
who are displaced by self-service and many of whom, especially 
women and older men, are not trained nor physically equipped to 
turn to jobs in industry or in many other fields of employment. _ 

As you know, retailing as a whole is subject to several peak periods 
during the year, notably the 6 weeks before Christmas. Therefore, 
extra employees are necessary in all departments, sales, delivery, 
office, et cetera. As a rule these employees are quite inexperienced. 
They are married women who can only spend a few hours a day at 
a job, or they may be older folks anxious to supplement their retire- 
ment incomes, or they are students wanting an opportunity to gain 
experience. 

All of these people must receive some training in order to perform 
their duties. This is very costly to the retailer, but because retailing 
is a service industry he is forced to employ these people for the peak 

riods. 

"To pay these people $1 or more per hour would make the cost of 
this labor prohibitive and the service rendered by a store would have 
to be reduced. And if we deny employment opportunities to young 
people, we are going to make it increasingly difficult to recruit the 
type of intelligent people that we need in order to continue our 
retail establishments. 

Another point to consider is the fact that the wage a retail em- 
ployee receives is not all the remuneration received by that worker. 
Usually such an employee receives a discount on purchases, some of 
which are quite liberal. 

In addition, a 2-week paid vacation is given. This is worth 4 per- 
cent of his annual wage. There are 6 paid holidays constituting an- 
other 2 percent and most stores give 6 days of sick leave, another 
2 percent. This makes a total of 8 percent, or the equivalent of a 
month’s pay with no work done. 

We definitely feel that a fair and just wage should be paid to our 
employees. We feel that competition in the common labor market 
will guarantee a fair wage for our employees and a fair price for our 
products. This makes unnecessary the extension of the Federal wage 
and hour law to retailing. 

Thank you for your consideration of this very vital problem. 

Mr. Lanprum. Now with regard to your State minimum wage law, 
what does it provide with reference to the number of hours? 

Mr. Owen. In cities of 10,000 to 500,000, 42 hours is the permitted 
standard week, and beyond that time, time and a half. 

Mr. Lanprum. Beyond 42 hours time and a half? 

Mr. Owen. Yes, sir. 
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Mr. Lanprum. Time and a half is provided under your State mini- 
mum wage law for hours worked in excess of a basic minimum ? 

Mr. Owen. Yes, sir. 

Mr. Puctnsxt. What is your minimum pay ? 

Mr. Owen. The minimum is 85 cents an hour in Pennsylvania in 
cities of our size. In cities up to 10,000 the minimum is 75 cents, 
Over 500,000 the minimum is a dollar. 

Mr. Puctnsxt. What was the prevailing wage in that bracket prior 
to the enactment of the minimum wage law in Pennsylvania? 

Mr. Owen. In Sharon, which is, as I said, a highly industrialized 
town, a highly competitive area, the minimum wage was approxi- 
mately that or a little more. 

In other words, there was not much effect of the minimum w 
in Sharon. In other areas in Pennsylvania, as you will hear from 
some of these other witnesses, the impact of the minimum wage was 
rather tremendous. 

Mr. Lanprum. Thank you, Mr. Owen. 

Mr. Owen. Yes, sir. 

Mr. Lanprum. The next witness is Mr. Gysegem. 
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STATEMENT OF ERNEST GYSEGEM, RETAIL BAKERY OPERATOR, 
CHARLEROI, PA. 


Mr. Gysrecem. Gentlemen, I am Ernest Gysegem. I operate a re 
tail bakery in Charleroi, Pa., a small community of 9,800 people, 30 
miles southwest of Pittsburgh. 

This area of southwestern Pennsylvania is a distressed area and has 
been for several years. 

The retail business in this area, in most cases, is not profitable, 
Owners and members of their families put in long hours, many more 
than their employees. We pay our workers a large share of our in- 
come. Experienced help is paid according to their abilities, and wage 
standards have adjusted themselves to local conditions. 

Gentlemen, I have brought with me several pictures of empty store- 
rooms in our town. The first picture is a picture of one of our larger 
department stores. This store commands the best location in town 
and has never closed its doors for 30 years. 

Last year an attempt was made by Local 50 of the United Mine 
Workers to organize the employees of this store. Their wage de 
mands were about the same as your proposed minimum wage. The 
owners couldn’t operate their business profitably under these wages, 
so they closed their doors. 

The owner of this store pictured below locked his door, handed the 
keys to the landlord, and told him he could have whatever was in 
the store. 

This next photograph depicts a good location. It was formerly 
occupied by a savings and loan, which moved 2 years ago. They 
one temporary tenant who stayed 4 or 5 months. 

This third photograph shows even your bargain-type stores cannot 
survive. This is one of the best locations in town. 

The fourth picture shows what used to be a busy corner, but this 
storeroom has been empty for several months. 

No. 4 isa drugstore. This used to be a busy corner, but this store- 
room has been empty now for several months. 
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No. 5 is an electric supply company. The owner of this establish- 
ment died. There was no one who would put in the hours that he did. 
His widow could not afford to pay outsiders to operate this business. 
After several months she, too, closed the doors. 

The next picture is an army and navy store which found that retail 
business is not paying its own way in our district. 

Gentlemen, these are only a few of the storerooms which are empty 
in our town. 

In a 15-mile radius I could possibly get pictures of a hundred 
empty storerooms. 

Mr. Puctnsxt. On that point, has there been any significant change 
in the rentals on these stores ? 

Mr. Gysrcem. The rentals in many cases have come down. They 
are desperate to get somebody in there with a long lease. 

Mr. Puctnsx1. At the time these businessmen went out of business, 
what was the rental situation ? 

Mr. Gysecem. Compared to other areas, which are not distress in 
Pennsylvania, I would say the rents were very low. Some of these 
stores here, the rent would be approximately $125 a month for some 
of these smaller storerooms. 

Mr. Puctnsxt. Aside from the Pittsburgh Mercantile Co., do these 
other stores you listed in your brochure here have similar problems 
where the union tried to organize them ? 

Mr. Gysrcem. No. This was the first attempt that I know of in 
our town to try to organize. 

Mr. Pucrnsxt. Is that the only reason that the Pittsburgh Mer- 
cantile Co. closed down, because of the union demands, or were they 
party of the overall deterioration of business in that community ? 

Mr. Gysrcem. It is part of the overall deterioration of the area. 
I would like to state an example of why this is a distress area. We 
have quite a unique labor situation up there where the steel mills are 
forced to pay outrageous wages. Some men are in the $140 to $160 
a week bracket. It is outrageous, they have refused to take a cut. 

The Pittsburgh Steel Co., which I refer to, has been classified by 
McDonald as the poor relation in the steel industry. He did not even 
want them in the negotiations. The situation has caused other in- 
dustries not to move in. 

For example, I would like to state a case where we had a gentleman 
from Detroit come in. He was interested in opening a prefabrication 
steel factory which would employ 300 people. 

Of course, we met him at the the and we were all prepared to show 
him around the valley there. But when he got off the plane he said, 
“Gentlemen, I am not interested in locations, they are a dime a dozen. 
What is your labor situation?” 

We, of course, had to explain what the labor situation was, and, of 
course, he did not locate there. 

But we did hear from him and he located his plant around Nashville 
and his savings on labor alone for 300 men is $300,000 a year. That 
is the situation that exists in the valley and nobody will move into 
the valley because of this type of labor. 

Mr. Lanprum. What was the hourly wage rate that the gentleman 
zu eee to would have paid if he had established his business 

ere 
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Mr. Gysrcem. It came to almost a dollar more in our area than he 
would have had to pay in other areas. 

Mr. Lanprum. In either event, it is above the minimum we ar 
talking about here. 

Mr. Gysecem. It is tremendously above the minimum. 

Mr. Puctnsxr. At that rate it would make no difference whether 
this same man established his shop in Hong Kong or down in Nash- 
ville, would it? You have the same situation in American on labor 
cost. 

Mr. Gysrcem. It makes a difference to us because we are a dis- 
tressed area and we cannot do anything about it because of this 
problem. 

Mr. Lanprum. Who is the Member of Congress from your district! 

Mr. Gysrcem. Morgan. 

Mr. Puctrnsxt. My point is that as long as you have this kind of 
competition where a manufacturer can try to establish a plant in your 
area and help 300 people in your area and he can go a couple of hun- 
dred miles south and save a dollar an hour for these 300 people, you 
can understand why many of us in Congress have been trying to pass 
uniform Federal standards so that you would not have these so-called 
artificial trade barriers right here in this country. 

The previous witness talked about foreign competition. We have 
a situation right here in America where businessmen like you are 
being driven right out of business because, just a few hundred miles 
south of you, you have artificial trade barriers set up by entirely 
re gga labor concepts than they have in your community. Is that 
true 

Mr. Gysrecem. The labor situation up there is on the point of being 
ridiculous. Last week Pittsburgh Steel had a wildcat strike. The 
strike was because two men refused to substitute one shipping tag for 
another shipping tag on items that were going out. They claimed that 
they were not going to do it. So they walked out and within a day 
there were 2,600 people on a wildcat strike. 

McDonald ordered these people back to work. They wrote Me- 
Donald and said this is our local, we will run it. They had their 
meetings and one of the statements made at that meeting was: “We 
are going to show Pittsburgh Steel once and for all who is running 
that business.” | 

That is the type of situation we have up there. As long as we 
have men up there like that we are in trouble. 

Mr. Pucrnsxr. As a point of curiosity, what would be the pre- 
vailing hourly wage of this particular man that was planning to 
locate in your area? What would have been the hourly wage that he 
would have paid those workers? 

Mr. Gysrcem. I don’t have the figures. 

Mr. Puctnsxt. Just approximately ? 

Mr. Gysrcem. I think what he paid in Nashville was around $1.90. 
against $2.87 that he would have to pay up in our area. 

Mr. Pocrnsx1. Thank you. 

Mr. Gysrcem. Many nearby towns are worse off than us for Char- 
leroi is the shopping center in our area. 

These pictures clearly show that business in our area needs help. 
Gelhingal: taxing, assessing, and regulating of retail businesses by 
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local, State, and Federal agencies have reached the point wherein the 
basic rights of free enterprise have all but disappeared. a. 

Under the proposed bills on labor standards, is it fair to penalize a 
man who employs 102 workers over a man who employs 97 workers? 

This is suggested in H.R. 7490. Under H.R. 4488, is it fairto penal- 
ize a business doing $510,000 a year over a business doing $490,000 a 
ear ¢ 
Or to class a small business doing $1,000 a week as interstate busi- 
ness because a schoolboy happens to check in a delivery of printed 
wrapping paper that crossed the State line ¢ 

The Bible tells us: “A laborer is worthy of his hire.” 

Most businessmen believe in this rule and abide by it. We would 
like to pay our employees $5 per hour if the profits are there, but, 
gentlemen, the profits are not in our business until you can guarantee 
our income, we cannot survive when you specify only our expenses. 
Only a magician can pull something out of an empty hat, and even he 
can do only so much. 

We are businessmen, we cannot pay wages for work not performed 
out of profits that do not exist. 

I would like to clarify that statement, pay wages for work not per- 
formed. In the retail industry we have to maintain so many people 
in our stores to give service, and a lot of these people only take in 
maybe $20 or $25 a day, but we still have to have them there because it 
is against the law to just have one person in a store because there is no 
relief for another person. 

Actually one person could handle many of these stores in which we 
must have two people. 

Mr. Lanprum. Your State minimum wage and hour requires you to 
employ at least two people ? 

Mr. Gysrcem. No, it does not require it, but you have to have some- 
body for relief. You can’t put one girl in a storeroom without having 
relief for her. It is just a matter of common decency. 

Mr. Lanprum. I misunderstood your statement. 

Mr. Gysrcem. For example, I talked to a woman who runs a dress 
store just before [come down. She has three women working for her. 
At 2 o’clock in the afternoon she had not had one customer in her store, 
but she still had those three people. Now those people are willing to 
work, but unless the customers come into a retail store there is no way 
of paying them. 

Mr. Lanprum. They will have to sell to each other; is that right? 

Mr. Gysecem. Yes. That is about what she should be doing. 

Mr. Puctnsxr. Are there any large department stores in this partic- 
ular business section ¢ 

Mr. Gysecem. Do you mean national chains? 

Mr. Puctnsxt. Yes. 

Mr. Gysrcem. We have a Montgomery-Ward store. 

Mr. Puctnsxt. Is that the only one? 

Mr. Gysrcem. That is the only national chain. 

Mr. Puctnsxt. How are they doing? 

Mr. Gysrcem. They do fair. That is about all they expect. They 
are not paying anywhere near this dollar and a quarter minimum. 
They are not unionized. 

Mr. Pucrnsxt. Why can they do pretty fair and these other fellows 
cannot? 
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Mr. Gysrcem. I tell you for one thing you can walk in that store 
and walk around for a half hour before you find somebody to wait 
on you. They have their payroll cut down to such a point that service 
is nonexistent in that store. 

They had a sales meeting the other day—I was talking to the 
manager—and the manager got up and says, “Gentlemen, I think 
we should give our customers a little service.” 

One of the employees put up his hand and said, “Boss, that. is what 
we are giving them now, a little service,” and that is all they were 
giving them. 

Mr. Pucrnsx1. How do their wages compare to the wages you are 
paying your people? 

r. Gysrcem. Comparable. 

Mr. Puctnski. Paying more or less the same wage ? 

Mr. Gysrcem. Yes. 

Mr. Puctnski. Your people put out service, do they not? 

Mr. Gysrcem. Only because my wife and my daughter work. 

Mr. Puctnskt. I mean do you hire any people in your store? 

Mr. Gysrcem. Yes; we hire three girls. We keep two girls and my 
wife and daughter is available for relief. 

Mr. Puctnsxi. Your people give your customers pretty good serv- 
ice, do they not? 

Mr. Gysecem. We try to hope they do but we just have a small 
store. 

Mr. Puctnskrt. You pay the same wage more or less that the 
Montgomery-Ward people pay? 

Mr. Gyspcem. Yes; we are paying comparable, the same, maybe 
a nickel difference, or something like that. 

Mr. Pucrnsxi. Are they undercutting you? 

Mr. Gysecem. We are not in the same business. We are in the 
baking business. 

Mr. Lanprum. Do you have anything additional. 

Mr. Gysreem. None of the labor standard bills take into consid- 
eration the ability of a business to pay it, or local conditions under 
which it exists. 

I believe that considerable layoffs, higher consumer costs, many 
bankrupts, and business failures can be caused by invoking more 
costly regulations on our businesses at this time. 

I am not saying just the minimum wage, but we have gradually 
over a period of years added more straw to the camel’s back and 
some day that. thing is going to collapse. 

We are getting pretty close to that point right now. 

I want to thank you for allowing me to appear before you, and 
also thank you for your kind attention. 

Mr. Pucrnsxi. Mr. Gysegem, aside from the merits of your argu- 
ment here I think you have made an excellent argument to the de- 
pressed area bill. If you have no objection I will call your testimony 
to the attention of Senator Douglas, who is my Senator, who has 
been pressing for that. bill very strongly. 

Mr. Gysecem. I would appreciate it very much. 

Mr. Pucrinskr. It seems to me when you have a situation that you 
describe here, this legislation here is not certainly the solution to your 
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problem, whether it is passed or not passed. You have a lot of inher- 
ent problems over there that have to be dealt with along an entirely 
different level. 

Mr. Gysecem. We realize that this is just one of many problems 
that we have and that is why we are here today. 

Mr. Lanprum. The next gentlemen. 

Mr. Means. We would like to have Mr. Thomas Bundy of Union- 
town testify. 


STATEMENT OF THOMAS E. BUNDY, EXECUTIVE DIRECTOR, 
UNIONTOWN, PA., CHAMBER OF COMMERCE 


Mr. Bunpy. My name is Thomas E. Bundy. I am employed as the 
executive director of the Uniontown, Pa., Chamber of Commerce. I 
am here today on behalf of the merchants division of that organiza- 
tion. 

I would like to express our gratitude to this committee for granting 
us the privilege of being heard. 

As you may or may not know, our community has the rather dub- 
ious distinction of an unemployment rate that has been varying be- 
tween 18 and 24 percent during recent years. You can understand 
this is nota Naa we hold with pride. 

Our situation came about primarily due to the depletion of the bi- 
tuminous coal reserves in our county. In 1948 over 18,000 miners were 
employed in Fayette County. Today there is less than 1,000 working 
in the remaining mines. 

The Commonwealth of Pennsylvania and the Federal Government 
have recognized our plight. Numerous governmental agencies have 
pledged and offered assistance to us in rebuilding our economy. 

In fact, during the last 2 or 3 years congressional investigations of 
our problem have been held both in our area and here in Washington. 
The Representatives and Senators at these hearings have listened to us 
with a sympathetic ear and have almost unanimously stated that we 
should have assistance. 

There is currently under consideration by the Congress of the 
United States legislation designed to assist us, and we are duly grate- 
ful and appreciative of this help. 

However, we are somewhat at a loss to understand bills such as the 
legislation being considered by this committee. 

Gentlemen, whether you realize it, or not, the legislation being con- 
sidered by this committee will destroy the effect of the legislation 
being considered to assist us. 

This may sound somewhat startling, but let me assure you that legis- 
lation to extend the coverage of the Fair Labor Standards Act and to 
raise the minimum wage to $1.25 would cause people in our town to 
lose their jobs. 

This would compound our misery, instead of giving us the assistance 
so often promised by the Federal Government. Feeling that you do 
not fully understand the implications of this legislation, the merchants 
of my community have instructed me to appear before you today and 
present certain facts for your consideration. 

A year ago the Commonwealth of Pennsylvania, through its de- 
partment of labor, issued a mandatory order causing an 85 cents per 
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hour minimum wage for women and minors to go into effect in our 
community. 

At the time the order was issued, it was the intention of the State 
department of labor to step up this minimum rate to $1 an hour by 
this time. Because of technical reasons the Pennsylvania courts have 
caused this particular provision to be withdrawn. 

The 85-cent order has caused a few people in our community to lose 
their jobs, although we will admit that the effect has not been nearly 
as great as if the proposed $1 minimum had gone into effect by this 
time. 

At the time the order was issued, we made a careful study and 
found that retail employment would be reduced from 10 to 15 percent 
in our retail firms when the minimum went to $1. You can under- 
stand our tremendous concern when we learned of a proposal for a 
dollar and a quarter minimum at the Federal level. 

Letting people go is not a simple matter. These employees are 
human beings, and, in many cases, friends of the employer, a condi- 
tion common in retail establishments. It will be with a heavy heart 
that our employers will have to decide who is to go. They know the 
heartaches of this from experience. Due to the economic conditions 
in our area this has been going on, even without the imposition of a 
so-called minimum wage. 

Now, why must this happen? Why must these people be dropped 
from the payrolls of our retail establishments? ‘The establishment 
of an artificial minimum wage would raise the cost of operation. 
This is pure logic that we all understand. 

I am sure you have heard testimony many times in the past weeks 
of pyramiding effect of establishing or raising a minimum wage. It 
is not a simple matter of raising the pay of a few to the new mini- 
mum. 

This action would reflect through the entire payroll structure all the 
way up to the highest paid person. Wage differentials must be main- 
tained for maximum efficiency in a retail operation. Some of our 
stores have estimated the total increase in payroll to be from 10 to 15 

reent. 

What does the store owner do, when he is faced with this situation. 
Some say, well, it applies to everyone, so just raise prices. 

Of course, this would be highly inflationary and not very desirable 
for the general welfare, but we can dismiss that for the moment. 
Actually he would not be able to raise his prices, even if he wanted 


In the retail industry today there are a great many low-cost opera- 
tions that operate on the edge of town providing little or no personal 
service. They operate with much lower overhead than establish- 
ments that have been in business over a great number of years. 

Also, there is direct selling by wholesalers and even by manufac- 
turers. These forces all tend to hold the historical retail markup to 
a& minimum. So we see it is only academic to say that a store owner 
can raise his prices to compensate for the increase costs due to the 
minimum wage order. 

He would have another alternative. He could go out of business. 

I do not come before you today, gentlemen, to draw you a picture 
of great number of our merchants immediately going into bankruptcy 
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as a result of the establishment of a minimum wage in the retail in- 
dustry. There might be a few failures, but only because the minimum 
wage is the last straw in a series of other ee The primary 
cause of business failures is lack of management ability. Me 

Maybe he can speed up his operation and get more productivity, 
asin manufacturing. But there is no way in the world of increasing 
the productivity of a sales clerk that is waiting on a customer to show 
up, and when they do show up, it is difficult for clerks to double up 
on the number they can serve. : 

The only alternative left to our store owner is to do away with certain 
people. , 

Now, you might say he has to keep these people on his payroll to 
keep his store open. This is not necessarily true. 

There are certain services that he can do away with. He can ad- 
just his costs by dismissing older employees who through the years 
have increased their wages through seniority. 

Or he can search for ways of automating his organization. 

For example, I know of one major concern in our town that. when 
faced with the State minimum wage order, began to study the pos- 
sibility of installing an automatic elevator. This study showed the 
savings in payroll could quite possibly pay for this new elevator in 
a given period of time. Any further increase in payroll cost will 
certainly make up this man’s mind for him in a hurry. 

To sum up this matter of losing jobs, gentlemen, let me put it this 
way: Our community is at the present time preparing to invest $320,- 
000 contributed by local people into a new plant that will employ 300 
men. We are glad to do this because it is sorely needed. We also 
recognize this is a job that must be done over and over again during 
the next several years. 

I hope you gentlemen believe me when I appear before you today 
and state with all honesty and sincerity that the establishment of 
$1.25 minimum wage in Uniontown would wipe out every job gained 
by this effort. Even the establishment of a dollar minimum through 
extension of the present law would wipe out the results of a new plant 
brought in 2 years ago which created 100 new jobs and cost the people 
of our community $100,000. 

This is why we are concerned about the possibility of such legisla- 
tion becoming law. 

Besides this reduction in work force, this legislation would mean 
that no more could youngsters work part time. This is how they learn 
and eventually work up in retailing to earn much more than any 
suggested minimum. This law means that wives, mothers, daughters, 
=m no longer earn part-time or supplemental income for their fam- 
ilies, 

With our economic situation, gentlemen, this extra money comes in 
very handy for a great number of our people at Christmastime and 
other special seasons of the year. 

Gentlemen, in conclusion, all we ask is that you show us the same 
splendid cooperation being demonstrated by other committees of this 
Congress. Please do not undo either the work they might accomplish 
in helping us, or the work we have done to help ourselves. 

Mr. Means. Mr. Tom Roose of McKeesport, Pa. 
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STATEMENT OF TOM ROOSE, MANAGER, PENN-McKEE HOTEL, 
McKEESPORT, PA. 


Mr. Rooss. I am Tom Roose, manager of a community owned hotel, 
the Penn-McKee, in McKeesport. 

McKeesport, Pa., is an industrial town with a population of 47,00 
people, serving a retail area of 215,000 people. It is located 15 miles 
southeast of Pittsburgh. 

I am here today to show you what any Federal control concerning 
minimum wages or hours would do to the service businesses in our 
city. 

Libor unions are asking you for an increase in the minimum wage 
and yet they admit to us that increases in minimum standards as you 
are speaking of, are impossible in many instances, 

For example, last fall when I met with my hotel union, their first 
demand was just a 10-cent-an-hour increase. Now, our minimum there 
is a dollar and most of our employees are receiving a dollar an hour, 

When I asked the union leader and the members if they knew 
what they meant in dollars and cents, they admitted that our hotel 
could not be operated with such an increase. 

The hotel has not made profits to cover such an increase since it 
was first started. 

They also knew the price structure in this area much better than 
people that have never iieen to McKeesport. They realize, as I ho 
you will, that a blanket increase would cause laying off all but the 
most essential help. This, in turn, would cause decreasing the serv- 
ices the hotel would offer, and as soon as service is cut, the business 
will decline. 

An increase of a minimum would cause all wages to go up and take 
away the differences we now pay our better help. 

You will be taking away our ability to reward good work, en- 
courage people to do their work better, and to take away their in- 
terest and pride in what they do. 

Going back to what our Government cannot afford today, unem- 
ployment, I will at my hotel have to install an automatic elevator 
if my labor costs go up. This will cause four women to be laid off. 
These women cannot work just anywhere. Some of them have ill- 
nesses in their homes, some with younger children that require them 
to work only certain days and certain hours. But they also must have 
a job they can get off when they are needed at home. 

Bellboys will be replaced with hand dollies that the guest will us 
himself. The busboy I hired to help improve service will have to go. 

The security and safety of havimg a maintenance man on duty 24 
hours a day will be gone. 

By these acts I have just caused unemployment at my hotel to 
increase 16 percent. This 16-percent unemployment was not really 
caused by me, but by a government making too broad a law. A law 
that disregards the needs of people in their own locality. 

Why has my State set a minimum that the Federal Government 
feels is inadequate? Why have the unions let such a condition exist! 

My answer is that people are not unhappy, nor do they feel they 
are underpaid. If they did, they would make their unions get their 
wages raised; they would make their local governments improve con- 
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ditions, and they would not stay at their same jobs for as many years 
as they do. My maids, waitresses, bartender, and kitchen help average 
16 years of employment at the Penn McKee Hotel; not in the field, but 
at that particular hotel. 

I have many employees that have been there over 33 years, that 
were there the day the hotel opened. I don’t see they are too unhappy 
about the wages they get. 

We have a good restaurant in McKeesport that employs 45 to 50 
people. It would mean an increase of 36 to 39 percent in their payroll 
costs if a minimum of $1.25 per hour was established. Their profit 
last year was less than 3 percent of their gross. Their payroll was 35 
percent of the gross, 

This means that they would have operated at a loss of 10 percent 
of their gross. 

I talked to the owners and asked them what they would do if such 
a law were passed. The first thing would be to lay off all marginal 
help. The restaurant would be open only for meal hours, not all day 
as it is now. We now have laid off 10 more working people. An- 
other business has cut their service and their business has declined. 

Some of the features we haven’t considered yet are the increase in 
costs that go with higher payroll, such as social security, and work- 
men’s compensation. Unemployment compensation will go up. What 
about the businesses we deal with? Their costs will go up and will be 
passed along as well as absorbed. 

In our town where our main industry is steel, we need these smaller 
businesses to make a well-rounded community, a community where its 
people can purchase their needs and wants. A community where its 
people can get jobs to supplement the family income. 

When the economy of our country is up, steel is made and steel 
towns like ours are prosperous, but when the economy is down, so is 
steel production and the prosperity of the town. 

We must provide jobs and businesses to make up these slack periods. 
Help us, don’t make us lay off more people. 

This, I think, is typical of most of our service industries. Out of 
the 65 people on my payroll, only 13 are the sole support of themselves 
or their families. 

If we are forced to go to these higher payrolls, we are going to 
have to lay off many of these people who are supplementing their 
family incomes, and rather than increase their living standards with 
additional wages, we will decrease the income of the family, thus low- 
ering their standard of living. 

Mr. Means. Mr. Chairman, there is only one point I would like to 
make and that is that some reference was made in the course of the 
testimony to the dividing line in the bill which says that stores doing 
over $500,000 would be covered, those less would not be covered. 

We feel, sir, that that would have the indirect effect of bringin 
smaller people such as are represented here today under the terms o 
the Federal wage hour law because they have to hire people in com- 
petition with those who would be covered by the act so that we feel 
from the economic end of it the impact would be just the same on 
the so-called noncovered stores as it would be on the covered stores. 

For the reasons that we have already brought forward, sir, we 
strongly hope that this subcommittee will not recommend the exten- 
sion of coverage into the local retail and employment field. 
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That concludes our testimony, sir. We want to express our appre- 
ciation to you and to the other members of the committee. 

Whatever time is remaining we hold ourselves at your disposal, sir, 

Mr. Lanprum. We are grateful for your appearance and your con- 
tribution. 

Ave there any questions ? 

Mr. Puctnsxi. Mr. Chairman, I would like to point out that un- 
fortunately because of illness a member of this committee from your 
State, Mr. Dent, is unable to be with us this morning, but you cer- 
tainly have a stanch fighter there as far as the depressed areas are 
concerned, 

I do not. know of anyone who is more keenly interested in bringing 
relief to these communities, because he has so many of these problems 
in Pennsylvania, than Mr. Dent. I am sure if he were here he cer- 
tainly would share in the statement I would like to make. 

I think you did bring up a significant point as regards the de- 
pressed areas. Perhaps the committee will want to give some con- 
sideration when this bill is in the writing stage as to whether or not 
to what extent we can impose some of these standards on these areas 
that we are trying to bring back into the economic complex of our 
Nation. 

I think you have made a good point on that. 

There was one question I wanted to ask Mr. Owen. 

Mr. Owen, with respect to this 8 percent of your membership that 
does business in excess of $1 million a year, would you have any idea 
what percent of the total volume of retail business in Pennsylvania 
this 8 percent handles? 

Mr. Owen. I will have to refer to Mr. Means for that. 

Mr. Means. Mr. Pucinski, I cannot give you that figure. Unfor- 
tunately I did not anticipate that the question would be raised. I 
would have to make a very broad guess at the moment. 

I would say somewhere in the range of 15 to 20 percent. I think 
that is an outside figure. 

Mr. Puctnsx1. I think that previous testimony before this commit- 
tee would certainly compel us to challenge that low figure. I think 
you are going to find that the 8 percent of retailers doing business in 
excess of $1 million a year in the State of Pennsylvania or any other 
State in this country, handles vastly more than 15 or 20 percent of the 
total retail business in those stores. 

I have seen figures and I am just relying now on memory, that the 
figure would run closer to perhaps 60 or 70 percent. 

Mr. Means. Mr. Pucinski, I think your statement might be appli- 
cable in certain areas of the retail field. I was trying to give youa 
picture of the total retail field. I am sure that the independent 
operators in many lines constitute the bulk of retail sales. 

So-called chain operations are confined, as you probably know, to 
general merchandise and variety stores. The percentage might be 
larger there. 

I am sorry that I don’t have an accurate figure to give you. 

Mr. Owen. All of the retailers in Pennsylvania doing an excess of 
a million dollars are not members of the association, are they ? 

Mr. Means. Most of them are. 

Mr. Pucrnskr. Perhaps inadvertently, maybe that is the way I 
should have asked the question in the first place. I did not realize 

















a 


oT- 


nk 


it- 
nk 


1er 





MINIMUM WAGE-HOUR LEGISLATION 395 


that there is a certain percentage of the over $1 million class that may 
not be reflected in your association. 

Of course, as you know, the problem that we are trying to deal with 
here is that the small businessman such as represented here by your 
delegation today is being squeezed out of business in ever greater 
numbers and no small factor in this squeeze is the tremendous growth 
and rise and development of the big chains who are driving the little 
businessmen out. 

Our studies have shown that frequently this small businessman is 
paying an appreciably higher salary to his employees than the chains 
are paying to their employees. 

As you can see from the bill, the vast majority of your members 
would not be covered by this legislation. You speak of indirectly 
being covered. This is a statement that has to still be studied and 

roven. 
F Simply because many of your smaller merchants are now paying 
higher salaries than the big chains, as the gentleman pointed out, his 
store and the small merchants in your community, what is the magic 
of their success. The personal service that their employees give to the 
customer as opposed to the completely impersonal service you spoke 
of in your big Montgomery Ward store. 

The only way he is going to keep those people working for him is to 
pay them a little more than the big chain department store pays them. 

Is that a fact ? 

Mr. Means. There, sir, you are touching on the problem. You go 
into the average small community and you will see one or two units of 
a national chain on the main street. If they are covered by the Fed- 
eral law and have to meet the wages set under the law, then that sets 
the wage pattern for all the stores in that same community on that 
same street. 

So whatever conditions presently exist would be magnified by just 
that very being. 

Mr. Roose I think has something he wants to contribute to this 
question. 

Mr. Roosr. As you brought out, the big thing that a small hotel 
such as mine has to offer is a personal service. I have to do away 
with that personal service. I am driving the businessmen that I get, 
the banquets that I get, driving them to our bigger hotels. I am 
driving them away from me. 

Mr. Pucrnskr. On your statement I would like to correct one thing, 
Mr. Roose. You said in your second paragraph labor unions are 
asking for an increase in minimum wage. I hope you do not mean 
that statement the way you have said it. 

While we have had labor spokesmen appearing before this com- 
mittee they certainly are not going to dictate this bill. This bill isa 
bill that is being written for the whole country. It would probably 
interest you to know that among our first witnesses there was a dele- 
gation of shirt manufacturers who appeared before this committee 
and spoke for this legislation simply because they have quality work- 
ers who are putting out quality shirts and paying decent salaries. 
They are being driven out of business by competition from manu- 
facturers who pay substandard salaries—— 
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Mr. Lanprum. You mean Cluett-Peabody is being driven out of 
business ? 

Mr. Puctnsxt. They are being hurt by this competition from in- 
ferior quality shirt manufacturers who operate with the substandard 
salaries. 

They were here urging this legislation, saying we want it. 

Mr. Roose. I did not say anything about that. I said the labor 
unions are asking for an increase. 

Mr. Puctnsxt. Your statement might infer that it was only the 
labor unions that are asking for this thing. There are many other 
people interested in this legislation. 

r. Roose. I just made the statement that the labor unions are 
asking. 

Mr. Poucrnsxt. I think all of your testimony has been very helpful. 
At least I can speak for myself, I do not want to pass any legislation 
that is going to drive the little businessman out of business because 
this is the backbone of America, the little businessman. 

But if you will study this legislation you will find that there are 
many things in this legislation which is designed actually to help 
this man by eliminating some of the advantages that the big chains 
have been operating under that have been driving this little business- 
man in greater numbers out of business and out of existence. 

The best proof, of course, is the pictures you showed here to a cer- 
tain extent. I think your testimony has been very helpful. 

Mr. Means. Mr. Bundy would like to add something further to 
the point. 

Mr. Bunpy. I don’t think it is quite so simple. The nature of my 
work is to work with all types of businesses in the community. I 
often like to liken the community as one store, particularly the retail 
community. People work up through that community, up through 
that store just as they would in an individual, we watch all the time 
people going from one store to the other up the ladder as they better 
themselves. 

It is not that question of small business versus big business; it is a 
question of the job they do. 

Somebody might start out with one of the so-called dime stores and 
progress up to where she might get up to Sears, Roebuck, Montgomery 
aba Ba . C. Penney, or some of our department stores, excellent pay- 
ing jobs. 

Incidentally, those groups all pay over the minimum. _It is a matter 
of working up. It is not a question of big versus little, because, 
frankly, we have some little fellows that do quite well and pay high 
salaries, in the clothing line and things like that, to their better people. 

Mr. Roosrvett. Mr. Bundy, you are exactly proving my point be- 
hind this bill. You are in competition with those people and Mr. 
Roose is still able to get the kind of help he wants. 

In other words, the plea that this would make it impossible for you 
to get help just is not so. You all will be on relatively the same basis. 

Let me ask you, Mr. Roose, when we raised the minimum wage to 
a dollar, how did that affect you? What happened to your business! 

Mr. Roose. It did not affect me at all because I was paying that. 

Mr. Roosrvett. You were already paying it ? 

Mr. Rooss. Yes. 
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Mr. Roosevett. What are you paying now? 

Mr. Roosg. I am paying a dollar an hour. 

Mr. Roosevetr. You are paying the present minimum ? 

Mr. Roose. That is right. ‘ 

Mr. Roosrvetr. You were paying that before the bill went into 
effect ? 

Mr. Roosg. Yes, sir. 

Mr. Roosevert. So that what, if you were excluded, as you would 
be under, well, all but eight percent of the people—— 

Mr. Roose. No, I am included in this. 

Mr. Lanprum. This gentleman is not covered any way. 

Mr. Rooss. Yes, I am in the hotel business. I am covered by your 
law. By your law I would be covered. 

Mr. Lanprum. You would be by the new bill. I am talking about 
the present. 

Mr. Roose. I am under the State bill, too. I would be covered by 
your bill. 

Mr. Lanprum. The point is you are not covered under the present 
Federal minimum wage law. 

Mr. Roossr. That is right. 

Mr. Roosevettr. My point was that if you will go back to, let us say, 
1930, unquestionably at that time your hotel pe in other institu- 
tion in your area, large and small, in the next 10 years made a very 
rapid adjustment in wages, did they not ? 

Mr. Roosr. You are going back a little before my time, sir. 

Mr. Roosrverr. I think it would be worth your studying it then be- 
cause it would indicate if we were able to survive that period and 
hotels such as yours were able to stay in business, that the general 
wage adjustment was made possible and perhaps this is part of the 
problem of the depressed area, to make a wage adjustment as well as 
get new industry into the area which, of course, is the fundamental 
thing that we who support aid to depressed areas want to set the 
machinery in motion to do, but the history of all wage increases over 
these periods of time have certainly been that industry as a whole was 
not unable to adjust to it and that in your particular instance if you 
had to go to a dollar and a quarter, instead of not providing these serv- 
ices you would have to make other adjustments perhaps and maybe 
you would have to make some adjustments such as putting in an auto- 
matic elevator and a few things of that kind, but you are probably 
going to do it anyhow if you finally feel that that is the kind of thing 
that will give you more efficient operation. 

Mr. Roosr. Now, let us go back to 1930. You go back, but I can’t. 
Let nas go back to the way that hotel was and the way the business 
Works, 

They had crystal chandeliers in every little hotel that was built 
during that time. They had tapestries, they had furniture that was 
out of this world. They had more ways to make up that increase in 
pay. 

They could cut out some of those fringe things. The furniture I 
have in my hotel today is clean and comfortable and that is it. I 
don’t have those chandeliers. I don’t have these fringe extras that 
were given that I can cut out. 
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I am down to the bare walls and beds right now. ‘There are two 
things I can do: I can raise my prices, or I can cut off my help. 

Back in 1930 there were more things you could do. You could cut 
out the crystal chandeliers, the fancy wallpaper; you could cut out 
decorating your hotel every 3 or 4 years. I cannot do that because 
that is gone. 

I am working with a margin today that was much greater back in 
1930. They could adjust back there better than I can today. 

Mr. Pucrnsxt. Mr. Roose, your minimum wage went into effect in 
1958; is that right ? 

Mr. Roosr. Yes. 

Mr. Pucrnsxr. You at that time were already paying a dollar mini- 
mum, if I understood you correctly ? 

Mr. Roose. I was with the exception of my maids and they were 
being paid 85 cents. So I did have one adjustment to make. But it 
went up to a dollar there. 

Mr. Puctnskt. Was this the same situation with the other hotels 
in your area? Were they already up to a dollar or did they have to 
make some pretty serious adjustments when the dollar went in? 

Mr. Roose. I am just about the only hotel. We have some very 
small hotels in the area. 

Mr. Pvcrnsxt. What about the rest of Pennsylvania, some of the 
other hotels. What are some of the problems they encountered when 
the dollar minimum went in, the State law? 

Mr. Roose. I really can’t answer that. 

Mr. Means. I will contribute something on that, Mr. Chairman. 

Under the State minimum wage order applicable to hotels, there are 
varying rates. Basically the type of employment is divided between 
the so-called service employee, the one who comes in contact with the 
public, and who benefits from the public. 

The nonservice employee who is the chambermaid or the people 
working back in the kitchen and so forth, who do not come in contact 
with the public and get no benefit from tips. 

The wage order in Pennsylvania applicable to hotels and restau- 
rants, I think, begins with a minimum of 50 or 55 cents for the so- 
called service employees. 

Mr. Puctnsxt. That is the tip employee? 

Mr. Means. The tip employee and who also gets his meal. 

In the case of the nonservice employees there is an offset of 15 cents 
an hour for the meals that are provided. So that from the standpoint 
of the impact of the minimum wage order on that industry, the actual 
outlay by the owner of the business is considerably less than these 
rounded figures that have been used because there 1s a good deal of 
subsidization of the wage rate. 

Mr. Roosrvett. Mr. Means, however, it is true, particularly in Mr. 
Roose’s case, that if the minimum went into effect, would he be under 
the bill if the minimum were raised to a million dollars? 

Mr. Roose. No, but what about your interstate. My guests are 
from outside the State. 

Mr. Puctnsxi. You would still be exempt under the bill whether 
it was interstate or not. It would not even apply to you if you were 
not interstate. If you were interstate you would still be exempt if you 
were under a million dollars. 
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Mr. Roose. Iam undera million dollars. 

Mr. Puctnsxi. Under those circumstances then, it would not be 
a question of your competing with somebody else in your particular 
area because you said a moment ago you are the biggest person in that 
area. 

You actually would be setting the standard and if the people you 
employ like the kind of work they do you could still pay them ex- 
actly what you are paying them today, it would not affect you at all. 

Mr. Roose. If it is a million dollars. 

Mr. Pucrysx1. That is right. 

Mr. Roose, I am very happy to have your testimony, because you 
are operating under a State law that has minimum wage standards. 

Now, I gather from your testimony that this State law that you 
have there setting standards has not really played any tremendous 
havoc in your readjustment when the law went in. 

Now, there are many hotels all over the country who are not op- 
erating under any minimums, State or otherwise, and the letters that 
they are sending me you would think they are going to have to close 
their doors tomorrow morning if this legislation passes. 

I am delighted to have your testimony, because you are the first 
person I have had a chance to talk to who has had experience under 
a law that is very similar to what we are proposing here on a nation- 
wide basis. 

Mr. Roosr. The figures you are using are a little bit different. I 
would like to bring out one little thing. 

This union contract I signed this past year, for the first time in 
the history of the hotel and the union I got a 2-year contract out of 
them and there was not a 1-cent increase in pay. 

a Pucrnsxt. If we make it a million-dollar exemption there will 
not 

Mr. Roosr. Wait a minute. What I am trying to bring out is that 
the local union, this is an AFL-CIO and they are not exactly the 
most lenient and particularly interested in what I make, but if they 
will go ahead and approve a 2-year contract, the first one in their 
history in that hotel, without a cent increase in pay—what they got 
was some insurance benefits that actually amount to about $3 per 
employee per month, for 2 years—they must feel that this hotel in 
this community is not capable of a 25-cent-an-hour increase which 
you are proposing. 

Mr. Roosevett. I beg your pardon. I am not proposing that. That 
is what I am driving home to you. 

That is what I am not proposing. Just as the AFL-CIO is a rea- 
sonable and responsible group, so am I a reasonable and responsible 
person. If I find that $500,000 is too low, I am going to think of a 
figure that does not take care of you. : 

Mr. Roose. I am worrying about the $500,000 they are talking 
about now. 

Mr. Roosrvett. I would agree with you. I think the $500,000 prob- 
ably needs some change. 

In fact, the other body on the basis of evidence has already recom- 
mended it. 

Mr. Puctnsxr. Mr. Roose, you understand that is exactly why we 
have you here this morning. In the legislative process we listen to 
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your statement, your evidence, on, problems, and then when the 
committee sits down to write a bill we take all of these things into 
consideration. 

Mr. Owen. Don’t you, however, think that even though you would 
raise this to a million dollars that those of us who are in retailing, 
whether our volume is a million dollars or not, would be affected, 
because, as we said a while ago, in order to get the type of employees 
that you have to have in your store, you would have to pay at least 
that minimum or more. 

Mr. Roosrvetr. No, sir; I do not, for this reason: That the same 
kind of person who likes to work for Mr. Roose and his establish- 
ment, or likes to work in another kind of store, he does it because 
there are certain advantages to working in that kind of store rather 
than the chainstore, rather than the other place which goes along. 

That is why he picks out that type of employment. 

Now, we want to exempt those particular types of places so that 
they may stay in business. That is why we put a figure in there, to 
make it possible for us to deal with exactly that problem. 

Mr. Means. Just one more word, Mr. Chairman, please. 

In regard to what Mr. Roosevelt has just said, we appreciate his 
apparent intention not to hurt the little man by virtue of the ex- 
emption figure he would use, but we would like to say to him in all 
sincerity, sir, that when you bring in the national chains that operate 
along the main streets of any city, you are going to raise the wage 
pattern for everybody in the retail field whether they are doing under 
a million dollars or above a million dollars. 

Mr. Lanprum. Thank you all, gentlemen. You have made a dis- 
tinct contribution to our meetings. 

Mr. Means. Thank you, Mr. Chairman. 

Mr. Lanprum. We will adjourn now until 10 o’clock Monday 
morning. 

(Thereupon, at 12:15 p.m., the subcommittee was recessed, to re- 
convene at 10 a.m., Monday, April 11, 1960.) 
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MONDAY, APRIL 11, 1960 


Hovset or REPRESENTATIVES, 
SUBCOMMITTER ON LaBpor STANDARDS 
OF THE COMMITTEE ON EpucaTiIon AND Lapor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m., in room 429, 
House Office Building, Hon. Phil M. Landrum (chairman of the sub- 
committee) presiding. 

Present : Representatives Landrum, Roosevelt, Dent, Kearns, Ayres, 
and Hiestand. 

Also present: L. K. Alderman, Jr., chief clerk; and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The subcommittee will come to order. 

The first witness is Mr. David Dubinsky, president of the Inter- 
national Ladies Garment Workers Union. I understand he has with 
him Mr. Reid Murphey, of Chattanooga, Tenn. If it is agreeable, 
Mr. Murphey can come to the table, if he wants to. 

Mr. Dubinsky, you may proceed in any manner you wish. We can 
make your entire statement a part of the record, if you wish. 





wR Ad AO TLi SD aie 
.« 


a 23 


STATEMENT OF DAVID DUBINSKY, PRESIDENT, INTERNATIONAL 
LADIES GARMENT WORKERS UNION, AFL-CIO, ACCOMPANIED 
BY DR. LAZARE TEPER, RESEARCH DIRECTOR, ILGWU 


Mr. Dusinsky. Mr. Chairman, I have arranged to refer only to 

arts of the statement, so I will save a littletime. I would appreciate 
it if the entire statement were to be made a part of this record. 

Mr. Chairman and members of the committee, my name is David 
Dubinsky. I am president of the International Ladies Garment 
Workers Union, AFL-CIO. 

I appear before you on behalf of our union and its members in 
support of the basic principles of House bill 4488 introduced by Con- 
gressman Roosevelt and a number of his colleagues. 

Our union, I should add, has over 450,000 members who are em- 
ployed in nearly 12,500 factories in 26 different branches of the 
women’s and children’s garment industry. They are organized in 
526 local unions located in 353 communities in 40 States of the Union, 
the Commonwealth of Puerto Rico, and Canada. 

This industry was known as the sweatshop industry in the olden 
days, because of the low wages, because of the tenement production, 
because of the keen competition, and because of the great turnover. 

As a result of it, a measure—— 
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Mr. Lanprum. That was at a time when it was located principally 
in New York City; is that right? 

Mr. Dusrnsky. Primarily in New York, but there were branches 
throughout the country. Of course, it was not as widespread as it is 
today. That is one of the causes, one of the misfortunes that were 
sustained in the business, because of the fire when 147 girls lost their 
lives, when workers were forced to work behind closed doors. ‘That 
was the condition of the industry in those days. 

I am saying this because minimum wage legislation is a live issue, a 
real issue for our members. Its practical importance to them is re- 
flected in resolution after resolution they have submitted again and 
again to our conventions. Typical is the report on minimum wage 
legislation endorsing a $1.25 minimum unanimously adopted at our 
last convention in May 1959, which is appended to my statement. 

The industry they work in makes minimum wage legislation a very 
vital issue to our members. Our industry is made up of a very large 
number of small and highly competitive firms. The average garment 
shop employes just about 56 workers. It is one of the most competitive 
industries on the American scene. Unfair competition often takes 
»lace in terms of wage levels. In such an industry, minimum wage 
fagislation is not just an academic issue. It is of practical, bread-and- 
butter importance. 

Because new firms can easily come into the industry, because em- 
yloyers can easily shift their operations from one shop to another, or 

rom one locality to another, the threat of unfair competition is ever 

present. When an employer does shift his operations, however, he not 
only leaves workers with many years of service completely jobless, but 
he also helps to drive out firms with fair labor standards by creating 
havoc with labor rates. 

This is why we consider a realistic Federal minimum wage a neces- 
sity. By placing a realistic floor under wages, Congress will help 
stop the spread of unfair competition in terms of human misery and 
make continued operation less hazardous for employers who want to 
maintain decent working conditions. 

Now, this does not mean that we are asking Congress to do our job. 
Our union has, of course, always fought hard and vigorously to raise 
the general level of working conditions of garment workers through- 
out the Nation. But despite our many accomplishments, we cannot 
reach every unorganized worker. 

Here is where the adoption of a realistic Federal minimum can be 
and will be of great help. It will help reduce competition in terms of 
substandard wages. It will force the less efficient firm which will be 
required to raise its minimums to make its operations more productive 
and run their shops more efficiently. In sum, both the industry and 
the Nation will benefit through the greater productivity thus fostered 
and through the increased purchasing power generated among the 
lowest paid of our workers. 

There is no question in my mind that a Federal minimum wage of 
$1.25 is long overdue. Indeed, even $1.25 falls short of the law’s aim 
to achieve a “minimum standard of living necessary for health, 
efficiency, and general well-being of workers.” J 

Take, for example, the amount needed by a typical worker family 
of four to maintain a minimum living standard. When the Labor 
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Department’s studies of budgetary requirements are updated for 
changes in prices, such a family needed a minimum annual income of 
about $4,700. 

Now, we must remember that the average industrial worker, par- 
ticularly in the lower wage, competitive industries and occupations, 
does not usually work all year around. As a matter of fact, the 
average work year in American industry is only about 1,600 hours, or 
44 weeks. On the lower end of the wage scale, the average work year 
is probably even shorter, and this is particularly true in our industry. 

Yet, on the basis of a 1,600-hour work year, a typical worker needs 
an hourly income of $2.93 to support a family of four. Even if he 
supports only himself, and in our case it is particularly a women’s 
industry, and most of them have to support themselves, the worker 
needs 46 percent of this amount—or a minimum of $1.35 an hour. 

In short, in terms of what is needed today, the proposed minimum 
wage is indeed a conservative one. As you may recall, our union 
advocated the enactment of the same minimum wage of $1.25 an hour 
back in 1955. We felt at that time that the $1.25 minimum was 
sound and that its enactment was amply supported by the record then. 

In urging the same $1.25 minimum now, despite the advances that 
have taken place since then in the Nation’s productivity, its wage 
levels, and in the cost of living, we are quite clearly taking a most con- 
servative position. This becomes particularly evident 1f we look at 
the general wage movements which have taken place since the original 
enactment of the wage-and-hour law. 

When Congress voted a 25-cent minimum wage in 1938, average 
hourly earnings in manufacturing were 68 cents. This January, 
the average wage in manufacturing was $2.29 an hour, a gain of $1.66. 
Yet during this period the legal minimum went up only by 75 cents, by 
less than half. 

The lag in minimums is also evident when comparisons are made 
with October 1949, when the 75-cent minimum was voted by the Con- 
gress. At that time the manufacturing average was $1.39 an hour. 
From then on it moved wp to $2.29 an hour, a gain of 90 cents. Yet, 
the minimum wage since then went up by only 25 cents, or by less 
than two-thirds. 

The wages of American workers have continued to advance since the 
$1 minimum wage was adopted. The overall average in manufac- 
turing has increased by 40 cents an hour—in the production of durable 
goods by 44 cents—in the manufacture of nondurables by 34 cents. 

These figures are doubly significant. They demonstrate the degree 
to which legal minimums have lagged behind changes in wages at 
large. Secondly, they add extra meaning to the fact that whenever 
Congress voted a minimum wage for the Nation, it recognized in its 
reports that its proposals were, in fact, inadequate and that our econ- 
omy could actually support higher minimums. 

This is also the case today. Our economy can readily absorb a 
$125 minimum. Even though some 15 percent of workers covered 
by the wage and hour law would get some wage adjustments if a 
$1.25 minimum is enacted, the increased cost would be less than 1 
percent. of the covered payrolls. In relation to all payrolls of the 
economy, this adjustment would approximate only four-tenths of 1 
percent. 
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Of course, different segments of the economy would be affected dif- 
ferently by the $1.25 minimum. Payrolls of the entire apparel and 
fabricated textile industry would rise by approximately 4.2 percent. 
In the case of our own women’s outerwear industry, payroll increases 
would approximate 2.6 percent. 

Yet, even these adjustments would generate no inflationary pressure, 
For example, wholesale prices of apparel today are six-tenths of 1 
percent lower than in 1947—this despite the intervening advances in 
Federal minimums as well as gains made in wage levels by collective 
bargaining. 

ur entire experience with earlier minimum wage adjustments 
strongly supports the conclusion that the proposed increase in the 
Federal minimum will not hurt employment. Even though it was 
often argued in the past that higher minimums would cause unem- 
ployment, this never turned out to be the fact. 

his was not our experience either at the time when the States 
were the only ones which set minimum wage rates or under the Na- 
tional Industrial Recovery Act, or under the wage and hour law. 
In each case, little or no difficulty was experienced in assimilating 
the higher minimum wages. 

Experience in our own industries under the various NRA codes of 
fair competition was no different, even though the minimums for the 
apparel industries were frequently set at levels higher than their 
average wages. For example, take the case of the low wage cotton 
garment industry. Under the NRA code, in the first half of 1933, 
prior to the adoption of the code, its average wage was only 24.3 cents 
an hour. The code, however, set the minimums at 30 and 32% 
cents. 

As a result of the advance in minimums, as well as increased union 
activity, the average wage in this industry rose to 37.9 cents an 
hour in the first half of the following year. Despite this increase of 
56 percent in hourly earnings employment rose by close to 11 per- 
cent. 

Let us examine our more recent experience. The impact of the $1 
minimum wage on employment can be seen by an examination of 
employment changes in the different sections of the country between 
1955 and 1957, the periods before and after the $1 minimum became 
effective. 

This comparison reveals that the biggest increases in employment 
took place in the very sections of the country where wages rose the 
most, as can be seen from our exhibit No. 3 attached to this state- 
ment. This was true of all manufacturing. It was also true of the 
apparel industry. 

The ease of transition to the $1 minimum is also reflected in the 
applications filed by employers for special learner certificates with 
the Wage and Hour and Public Contracts Divisions. 

The apparel industry, it should be added, is the largest user of these 
certificates, accounting for more than 50 percent of their total number. 
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The volume of applications requesting certificates authorizing the employment 
of learners at rates below the statutory minimum— 
stated the Department of Labor’s Annual Report for the fiscal year 
1956— 
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was less than anticipated under the new $1 an hour statutory minimum and less 
than the volume received in 1950 when the 75-cent statutory minimum became 
effective. 

The number of applications was actually 39 percent lower after the 
¢1 minimum than after the 75-cent minimum became effective. 

The experience of our industry was not unique. Throughout the 
country the $1 minimum was accepted readily. Even in the case of 
the lowest wage areas, the overwhelming ener! A of firms managed to 
take the $1 minimum in their stride. 

Whatever negative effects may have taken pines were comparatively 
insignificant and were more than made up by the benefits which the 
higher minimums brought to the lower paid workers. 


Unemployment, nationwide— 
notes a recent Labor Department study— 


did not increase over the period of immediate adjustment to the $1 minimum 
wage. 

Conditions are actually more propitious today for the adoption of 
the $1.25 minimum than they were for a 25-cent minimum when the 
original wage and hour law was passed in 1938. At that time, when 
the minimum was first set at 25 cents, with provision for a 30-cent 
minimum in 1939 and a 40-cent minimum in 1945, average hourly 
earnings in the lowest wage areas were very close to the statutory 
rates, 

When I say “close to the statutory rates,” it is a little bit of an exag- 
geration. Gentlemen, I have before me an article that appeared in 
1933, in the Survey Graphic, written by Miss Frances Perkins. It 
shows a picture of a is, for $1 representing two weeks’ wages with 
overtime. This was right in the State of Connecticut. 

I will read some other wage figures cited in the same article: nine 
employees at 10 cents an hour; two employees at 11 cents an hour; 
five employees at 1214 cents an hour; four employees at 1414 cents 
an hour; five employees at 16 cents an hour. These were the earnings 
in Massachusetts. 

The monthly bulletin of the Pennsylvania Department of Labor 
and Industry reported the payment of wages as low as $3 for 51 hours 
a week in some small shops. In one shop which had moved from New 
York City to New Haven, Conn., the U.S. Women’s Bureau found 
median earnings between $4 and $5 for a full week’s work. In 1936 
the Pennsylvania Department of Labor printed a bulletin called 
“Three Cents an Hour.” 

That is why I say that the minimum wage law enacted in 1938 was 
a blessing for Americans, for millions of workers in the American 
economy, because it provided the bottom under our wages, because it 
helped to eliminate that disgrace from our Nation. 

Today, the proposed $1.25 minimum is substantially below average 
wages in even the low-wage areas of the country. This lends addi. 
tional support to the position that the $1.25 minimum can be absorbed 
with relative ease and with no adverse effect on the economy of any 
area. 

I believe that the case for the $1.25 minimum is overwhelming. 
While the proposed increase of 25 cents an hour in the minimum wage 
will have but a minor effect on the Nation’s total wage bill, it will 


Lite = 


233 Be BBE s i Set 


£:Bttt 











406 


be of great significance to lower paid workers. By bolstering their 
purchasing power, it will stimulate additional demand for goods and 
services and may help reduce the current unemployment of nearly 6 
percent of the Nation’s labor force. 

It will tend to provide a better climate for competitive relations 
for employers. It will strengthen the economy and help to reduce 
substandard labor conditions which constitute an unfair method of 
competition in commerce. 

I would like now to turn to another aspect of the proposed amend- 
ments. I have reference to minimum wages for Puerto Rico, the 
Virgin Islands, and American Samoa. Although the law provides for 
Puerto Rico, the Virgin Islands, and American Samoa, it deals in the 
main with a Puerto Rican problem. 

It has been the position of the International Ladies Garment Work- 
ers Union, as well as that of the AFL-CIO, that the minimum wages 
applicable in these areas should be raised by the same number of cents 
per hour as the increase in the statutory rate on the mainland. With 
this as a floor, industry committees will continue to review minimum 
wages periodically with a view to reaching the mainland minimums as 
repay as is economically feasible. 

am aware, however, that the Puerto Rican Resident Commissioner 
and secretary of labor of the Commonwealth of Puerto Rico have 
recommended to your committee a somewhat different approach. 
Their proposal is to raise the existing minimums in Puerto Rico by 
the same percentage as the rise in the stateside minimum wage, but 
that when it is demonstrated to the Secretary of Labor that such a 
statutory minimum would substantially curtail employment in a given 
industry, a special industry committee be appointed to determine 
which rate should apply to that industry. 

The proposal oaths by the Commonwealth government deserves, I 
believe, most serious consideration. It certainly represents a step in 
the right direction. I recall the position taken in the past by the 
Puerto Rican government. It then opposed any mandatory adjust- 
ment legislated by Congress for Puerto Rico and insisted that the 
only approach to wage determinations was through individual in- 
dustry committees. 

They used the term “flexibility” to describe this setup. Thus when 
the mainland had a mandatory minimum wage, they thought they 
should have what was described as a “flexible” system. 

I am glad, therefore, to note that this time the position of the 
Commonwealth has changed and that it now has proposed an across- 
the-board automatic adjustment in minimums. While the Common- 
wealth’s proposal is not fully satisfactory in all respects, the ILGWU 
is not prepared to oppose it, and we are readily inclined to support it, 

rovided the proposed across-the-board minimum wage increases go 
into effect automatically where there is no actual threat of substantial 
curtailment of employment and provided that proper safeguards 
dealing with the right to petition to seek exceptions to these auto- 
matic increases through special industry committees are written into 
the law. 

Without such safeguards, the proposed increases in minimum wages 
for Puerto Rican workers may simply become paper possibilities, 
rather than mandatory minimums. I am certain that the Common- 
wealth authorities are as anxious to avoid this as we are. 
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To that end, if Congress does decide to consider the percentage ap- 
proach favorably, we suggest that a petition for the appointment of 
such a special committee : received only from an industry or from 
employers representing a majority of the workers employed by the 
industry, not from an individual employer. 

To avoid the abuse of the right to petition for a spore committee, 
the petitioners should be required to submit tangible objective data, 
supported by detailed certified financial statements, to enable the Sec- 
retary of Labor to decide whether to grant or deny the petition. 

Furthermore, such petitions should not stay the application of the 
applicable mandatory minimum unless firms requesting such a stay 

ost bonds or place money in escrow with the U.S. Department of 
bor to guarantee that workers will not be deprived of their proper 
wage when the final determination is made. 

In addition, we do not believe that committees appointed pursuant 
to such petitions should take the place of the regular biennial review 
now provided for by the law. And finally, we do not believe that such 
petitions should be permitted in those industries which now pay a 
minimum of $1 an hour, the same as on the mainland. 

The higher living costs in Puerto Rico highlight the inadequacy 
of existing minimums there as well as the santhip suffered by work- 
ers there. On the one hand, wages are lower; on the other, living costs 
are higher. That is where people make the mistake in speaking of 
the higher living cost. It is true that there is a lower standard of 
living, but living costs are higher than on the mainland. 

The proposed amendment would not, of course, fully remedy the 
situation. It will, however, improve the conditions of many workers 
without curtailing their employment opportunities. 

There is another reason why minimum wages should be raised by 
statute following the adjustments stateside. Here on the mainland 
the legal minimum is paid only to a fraction of our labor force. The 
average worker earns much more. 

Furthermore, between changes in minimums, wages do not remain 
static. This is not so in Puerto Rico. The labor movement there is 
relatively weak. Because of population pressures, a ready reservoir 
of unemployed seeking work tends to depress wages. As a result, 
between legal water determinations, wage levels tend to remain un- 
changed. On the mainland, whatever it goes up to, if close to $3, the 
average comes very close to the minimum. 

This is precisely the kind of a situation which requires legislative 
correction. It is a classic case justifying governmental intervention 
in the minimum wage field to correct the inequities of the labor 
market. 

Moreover, the Commonwealth is an integral part of the American 
market. As the Puerto Rico Economic Development Administration 
recently noted, the— 
nearly identical framework of business law provides for free movement of 
people, goods, capital, and payments between the United States and Puerto 
Rico. This, in turn, means that United States and Puerto Rican industry are 
in direct competition in whatever market they seek to sell. 

This is why the lag of wage rates in Puerto Rico behind those else- 
where in the United States requires your attention. Even though 
significant advances have been made in earnings since 1955, when 
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Congress speeded up minimum wage procedures for Puerto Rico, 
ie disparities still remain great. 

hus, the latest published wage figures for Puerto Rico reveal that 
the average wage in manufacturing there was 86 cents an hour as 
compared with $2.21 stateside, a disparity of $1.35 an hour. In the 
case of nondurable commodities, the Puerto Rican worker earned 
$1.20 an hour less than the mainland worker; in the production of 
durable goods $1.39 less. In the apparel and related products field, 
mainland wages were $1.52 while Puerto Rico averaged only 79 cents, 
a difference of 73 cents an hour, or almost half. 

These figures do not, of course, portray the full extent of wage 
differentials between Puerto Rican and stateside industries, because 
they do not reflect the Puerto Rican advantages arising from differ- 
ences in fringe costs and tax advantages. Because we happen to have 
an agreement with Puerto Rico, 15 cents an hour has to be added to 
the fringes that the worker enjoys as a result of bargaining agree- 
ments. But that is an exception and a rare case. Most of the work- 
ers of Puerto Rico do not enjoy any fringe benefits. 

The promulgation of minimum wages for Puerto Rico did benefit 
its economy thereby raising the standards of its people and by not 
interfering in any way with its economic growth. When the first 
industry committee for Puerto Rico considered minimum wages for 
apparel, one employer argued that a minimum wage in excess of 4 
cents an hour— 
would either drive the industry from the island, or reduce it to the status of a 
custom-made, or dressmaking industry, which would have very little commercial 
value. 

I was fortunate or unfortunate to be one of the first members of the 
committee in 1940 to consider minimum wages for Puerto Rico. 

Mr. Lanprum. What was the first minimum wage in this industry 
in Puerto Rico? 

Mr. Dustnsky. It was 25 cents, enacted by the Congress. It was 
not lived up to. There was a group of industries there which ceased 
working and, as a result of that, Congress had to amend the law and 
provide for committees. 

Mr. Lanprum. But what figure did you reach after the debate of 
4 cents an hour that you referred to ? 

Mr. Dustnsxy. That is what I wanted to say to you, Mr. Chairman. 
In 1940 I was a member of the committee, with Bishop Haas, the 
chairman of the committee. At that time we did not go by plane, but 
we had to go by boat. So I had enough time to study the report pre- 
pared by the Department of Labor, and after spending days on the 
study I found that the average wages in Puerto Rico were 2 cents an 
hour. 

Mr. Lanprum. That may be one of the things that is wrong with 
us today, that we have to travel too fast, without time to study. 

Mr. Dusinsxy. I agree with you. 

An employer appeared there before we decided, and I voted for 
1214 cents. That employer threatened that if we enacted any regula- 
tion above 4 cents, there will be no industry, there woul be no 
workers, and there would be unemployment and a calamity for Puerto 
Rico. . 


Mr. Lanprum. Could you tell us what figure you did arrive or 
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Mr. Dupinsxy. 1214 cents and 20 cents. When Father Haas asked 
me, “Dubinsky, how can you vote for 121% cents?” I told him at that 
time, “If you vote for a higher minimum, it will do damage to Puerto 
Rico. We are not here to hurt Puerto Rico, but we are here to help. 
They could work under 121% cents, and 20 cents for machine opera- 
tions.” 

What happened? None of these calamities took place. Those rates 
that we recommended at that time represented substantial advances— 
in some cases over 400 percent—over what the workers had been paid. 
But employment did not decline. Indeed, it actually rose. 

The prediction that needlework production would be reduced to 
“very little commercial value” proved unwarranted. Rather, as con- 
sumer preferences and tastes changed, and in line with the general 
pattern of all progressive societies toward greater mechanization, the 
needlework industry in Puerto Rico gradually shifted to machine- 
made products. 

Except for occasional temporary effects of general economic down- 
turns, which affected both the mainland as well as the insular opera- 
tions, shipments from Puerto Rico forged steadily ahead. In apparel, 
for example, shipments in the last decade have gone from $35 million 
to almost $119 million. 

I would suggest to those who are interested in the Puerto Rican 
situation to look at exhibit 5 that we have presented—the growth of 
factories, the growth of payroll, the growth of workers, and the 
constant. increases, 

I have participated in quite a number of committees. Whenever 
an increase was given, we were scared that some calamity would hap- 
pen to Puerto Rico. When we look at the record, we see a gradual, 
constructive growth of Puerto Rico with the higher wages. 

Other indicators of Puerto Rican gains made recently are the num- 
ber of newly established plants in Puerto Rico, their employment and 
weekly payrolls. They point up that the growth in the number of 
plants operating in Puerto Rico, as a result of governmental promo- 
tion activities, has actually increased despite increases in wage levels. 

We do not say it is merely because of wage levels. The Govern- 
ment’s promotion has helped considerably, too. Between June 1950 
and June 1954, for example, the number of plants in operation in- 
creased on the average of 50 plants per year. Between June 1955 
and June 1959, the number of plants in operation increased on the 
average by 66 per year, despite the faster rise in minimum wages. In 
other words, the most recent plant growth was 32 percent greater 
per year than in the earlier period. 

The annual increase in weekly payrolls amounted to $192,625 per 
year in the 1955-59 period, as compared with only $68,950 in the 
preceding half decade. Obviously, Puerto Rico was not hurt in any 
way by the more rapid advances in its minimum wages. 

tes the years our union has been keenly aware of the problems 
faced by Puerto Rico and its workers. We do recognize that Puerto 
Rico, where we have over 5,000 members, does need industrial growth. 
We favor such an expansion. At the same time, we believe that the 
proposal to raise minimum wages by the same percentage there as 
stateside, is the very least that the Congress can accept at this time. 
I, therefore, ateonaty urge that you give it your favorable attention. 
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I want to add just a few words regarding the extension of coverage. 
This subject has been covered more fully by other representatives of 
AFL-CIO unions, and I do not propose to dwell on it at length. 

But I do consider that it needs correction where people at this time 
can work for 30 and 40 cents an hour, for all kinds of hours, who have 
been neglected too long. I believe Congress should correct this sit- 
uation and should give proper consideration to extending the covera 
if not the many millions we are asking for, for at least a substantial 
part of them. 

Thank you. 

(Mr. Dubinsky’s full statement follows :) 


STATEMENT BY Davip DUBINSKY, PRESIDENT, INTERNATIONAL LADIES’ GARMENT 
Workers’ Unton, AFL-CIO 


My name ‘s David Dubinsky. 

I am president of the International Ladies’ Garment Workers’ Union AFL- 
cio. 

I appear before you on behalf of our union and its members in support of 
the basic principles of House bill 4488 introduced by Congressman Roosevelt 
and a number of his colleagues. Our union, I should add, has over 450,000 mem- 
bers who are employed in nearly 12,500 factories in 26 different branches of the 
women’s and children’s garment industry. They are organized in 526 local 
unions located in 353 communities in 40 States of the Union, the Commonwealth 
of Puerto Rico and Canada. 

Minimum-wage legislation is a live issue, a real issue for our members. Its 
practical importance to them is reflected in resolution after resolution they have 
submitted again and again to our conventions. Typical is the report on mini- 
mum-wage legislation endorsing a $1.25 minimum unanimously adopted at our 
last convention in May 1959, which is appended to my statement as exhibit 1. 

The industry they work in makes minimum-wage legislation a very vital issue 
to our members. It is an industry in which labor cost plays a paramount role, 
Therefore, competition—in what is one of the most competitive industries on the 
American scene—competition often takes place in terms of wage levels. In 
such an industry, minimum-wage legislation is not just an academic issue. It is 
of practical, bread-and-butter importance. 

Our industry is made up of a very large number of small and highly competitive 
firms. The average garment shop employs just about 36 workers. It does not 
take much capital to start a new firm. Because competition is keen, there is a 
good deal of turnover in the industry, averaging as much as 17 percent a year. 

Many firms do not actually manufacture garments in their own plants. Often 
all or some of the work is farmed out to contractors. These contractors do 
nothing but sew garments to order of other firms, using materials and designs 
supplied by their principals. The use of contractors permits garment manufae- 
turers to cut down their overhead and their capital requirements. Even less 
capital is needed by contractors. They do not have to invest in designing of 
new styles. They do not have to buy the fabrics. They do not have to maintain 
showrooms, nor do they have sales, advertising, or promotion costs. 

For all practical purposes, these garment contractors operate solely as sup 
pliers of labor to manufacturers. Because labor is their major expense item, 
unfair competition often takes the form of competition in terms of wage levels. 

Because new firms can easily come into the industry, because employers can 
easily shift their operations from one shop to another, or from one locality to 
another, this threat of unfair competition is ever present. When an employer 
does shift his operations, however, he not only leaves workers with many years 
of service completely jobless, but he also helps to drive out firms with fair labor 
standards by creating havoc with labor rates. 

This is why a realistic Federal minimum wage is a necessity. By placing a 
realistic floor under wages, Congress will help stop the spread of unfair com- 
petition in terms of human misery and make continued operation less hazardous 
for employers who want to maintain decent working conditions. 

Now this doesn’t mean that we are asking Congress to do our job. Our union 
has, of course, always fought hard and vigorously to raise the general level of 
working conditions of garment workers throughout the Nation. But despite 
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our many accomplishments, we cannot reach every unorganized worker. Here 
is where the adoption of a realistic Federal minimum can be and will be of 
great help. It will help reduce competition in terms of substandard wages. It 
will force the less efficient firm which will be required to raise its minimums, to 
make its operations more productive. In sum, both the industry and the Nation 
will benefit through the greater productivity thus fostered and through the in- 
creased purchasing power generated among the lowest paid of our workers. 

Economie growth is not dependant on the continued preservation of low wage 
standards. This is evident, for example, from the information on employment 
changes which have occurred since the passage of the Fair Labor Standards 
Act, appended to my statement as its exhibit 2. The significance of this data 
is that it demonstrates that the largest employment gains took place in the 
States where average hourly earnings are the highest. 

There is no question in my mind that a Federal minimum wage of $1.25 is 
long overdue. Indeed, even $1.25 falls short of the law’s aim to achieve a 
‘minimum standard of living necessary for health, efficiency, and general well- 
being of workers.” Take, for example, the amount needed by a typical worker 
family of four to maintain a minimum living standard. When the Labor De- 
partment’s studies of budgetary requirements are updated for changes in prices, 
such a family needed a minimum annual income of about $4,700 in the median 
city. 

Now, we must remember that the average industrial worker, particularly 
in the lower wage, competitive industries and occupations, does not usually 
work all year around. Asa matter of fact, the average work year in American 
industry is only about 1,600 hours. On the lower end of the wage scaie, the 
average work year is probably even shorter. Yet, on the basis of a 1,600-hour 
work year, a typical worker needs an hourly income of $2.93 to support a family 
of four. Even if he supports only himself, the worker needs 46 percent of this 
amount—or a minimum of $1.35 an hour. 

The updated minimum budgets prepared for single women workers by 12 
States and the District of Columbia also show that the $1.25 is an insufficient 
wage. On the basis of 1,600 hours of work per year, a woman worker needs a 
ninimum of $1.58 an hour in the median State. 

In short, in terms of what is needed today, the proposed minimum wage is 
indeed a conservative one. As you may recall, our union advocated the enact- 
ment of the same minimum wage of $1.25 an hour back in 1955. We felt at that 
time that the $1.25 minimum was sound and that its enactment was amply 
supported by the record then. In urging the same $1.25 minimum now, despite 
the advances that have taken place since then in the Nation’s productivity, its 
wage levels, and in the cost of living, we are quite clearly taking a most con- 
servative position. This becomes particularly evident if we look at the general 
wage movements which have taken place since the original enactment of the 
wage and hour law. 

When Congress voted a 25-cent minimum wage in 1938, average hourly earn- 
ings in manufacturing were 63 cents. This January, the average wage in manu- 
facturing was $2.29 an hour, a gain of $1.66. Yet during this period the legal 
ninimum went up only by 75 cents, from 25 cents to $1. 

The lag in minimums is also in evidence when comparisons are made with 
October 1949, when the 75-cent minimum was voted by the Congress. At that 
time the manufacturing average was $1.39 an hour. From then on it moved 
uw to $2.29 an hour, a gain of 90 cents. Yet the minimum wage since then 
went up by only 25 cents. 

The wages of American workers have continued to advance since the $1 mini- 
mum wage was adopted. The overall average in manufacturing has increased 
by 40 cents an hour—in the production of durable goods by 44 cents—in the 
manufacture of nondurables by 34 cents. 

These figures are doubly significant. They demonstrate the degree to which 
legal minimums have lagged behind changes in wages at large. Secondly, they 
add extra meaning to the fact that whenever Congress voted a minimum wage 
for the Nation, it recognized in its reports that its proposals were in fact inade- 
quate and that our economy could actually support higher minimums. 

This is also the case today. Our economy can readily absorb a $1.25 mini- 
mum. Even though some 15 percent of workers covered by the wage and hour 
law would get some wage adjustments if a $1.25 minimum is enacted, the in- 
creased cost would be less than 1 percent of the covered payrolls. In relation to 
all payrolls of the economy, this adjustment would approximate only four-tenths 
of 1 percent. 
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Of course, different segments of the economy would be affected differently by 
the $1.25 minimum. Payrolls of the entire apparel and fabricated textile indus. 
try would rise by approximately 4.2 percent. In the case of our Own women’s 
outerwear industry, payroll increases would approximate 2.6 percent. Yet, even 
these adjustments would generate no inflationary pressure. For example, 
wholesale prices of apparel this February were six-tenths of 1 percent lower 
than in 1947—this despite the intervening advances in Federal minimums ag 
well as gains made in wage levels by collective bargaining. 

Our entire experience with earlier minimum wage adjustments strongly sup- 
ports the conclusion that the proposed increase in the Federal minimum will 
not hurt employment. Even though it was often argued in the past that higher 
minimums would cause unemployment, this never turned out to be the fact, 
This was not our experience either at the time when the States were the only 
ones which set minimum wage rates, or under the National Industrial Recoy- 
ery Act, or under the wage and hour law. In each case, little or no difficulty 
was experienced in assimilating the higher minimum wages. 

The conclusion that the proposed increase in the minimum wage now before 
you would have no adverse effect on the Nation’s employment is based on the 
entire history of minimum wages in this country. The earliest experience with 
State minimum wage legislation bears witness that such protection of women 
and minors had no adverse effect on their employment although wage orders 
issued under State laws applied only to a segment of the labor force.. After 
examining the effect of State minimum wage legislation on employment of 
women, the Women’s Bureau concluded that “the usual experience has been 
that it continues to increase regardless of whether or not there is minimun- 
wage legislation, and in the State where the highest minimum wage was main- 
tained over a long period of years women’s employment increased considerably 
more than in the country as a whole.” 

Experience in our own industries under the various NRA Codes of Fair Com- 
petition was no different, even though the minimums for the apparel industries 
were frequently set at levels higher than their average wages. Take the case 
of the low-wage cotton garment industry. In the first half of 1933, prior to the 
adoption of the code, its average wage was only 24.3 cents an hour. The code 
however, set the minimums at 30 and 32% cents. As a result of the advance 
in minimums as well as increased union activity, the average wage in this indus- 
try rose to 37.9 cents an hour in the first half of the following year. Despite 
this increase of 56 percent in hourly earnings, employment in the industry rose 
by close to 11 percent. 

Our experience was the same in the infants’ and children’s wear industry. 
Prior to the code, in 1933, average hourly earnings were 25.9 cents. Here again 
the minimums established by the NRA code were set above the level of average 
wages, at 30 and 32% cents an hour. In the corresponding 1934 period, this 
industry’s wages rose to 39.8 cents an hour. This was a gain of 54 percent over 
1933. Yet employment also rose by 2.4 percent. 

These cases are typical of the NRA minimum wage experience. Following the 
passage of the Fair Labor Standards Act, our experience was precisely the same. 
Thus, despite many contentions that the 25-cent minimum wage would lead to 
increased unemployment, no such thing came to pass. In the year following 
the effective date of the 25-cent minimum, manufacturing industries increased 
their employment by 15 percent. After the 30-cent minimum became effective 
in 1939, a 23-percent gain in manufacturing jobs was recorded in the following 
year. 

The original Fair Labor Standards Act provided that minimum wages could 
be raised up to 40 cents an hour by action of tripartite industry committees, 
In many cases, the minimums so recommended required the different branches 
of the garment industry to make wage adjustments to substantial proportions 
of their employees and plants. 

For example, in the case of inexpensive dresses which wholesale by the dozen 
the average hourly wage was only 38.5 cents an hour in 1988. About one-half of 
the workers actually were earning less than 35 cents an hour. The industry 
committee recommended a 35-cent minimum wage for this product. This action 
resulted in an average increase in the industry’s payroll of 7.3 percent nation- 
ally with increases in the different States ranging from a low of nine-tenths of 1 
percent to a high of 26.7 percent. But here again no curtailment of employment 
occurred. Even in the case of plants most affected by the increase, there was 
actually a net gain in employment. 
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These cases, I want to repeat, are typical of the experience of our own indus- 
tries. ‘They illustrate that even substantial rises in the legal minimums had 
no adverse effect on employment. 

Let us examine our more recent experience. When the results of the 1950 
change in the national minimum were studied, the Department of Labor found 
that the increase to the 75-cent minimum “appeared to have had only minor 
effects on such variables as employment, plant shutdowns, prices, technological 
change, hiring policies, and overtime work.” 

The impact of the $1 minimum wage on employment can be seen by an exam- 
ination of employment changes in the different sections of the country between 
1955 and 1957, the periods before and after the $1 minimum became effective. 
This comparison reveals that the biggest increases in employment took place in 
the very sections of the country where wages rose the most, as can be seen from 
our exhibit 3 attached to this statement. This was true of all manufacturing. 
It was also true of the apparel industry. 

The ease of transition to the $1 minimum wage is also reflected in the applica- 
tions filed by employers for special learner certificates with the Wage and 
Hour and Public Contracts Divisions. The apparel industry, it should be added, 
is the largest user of these certificates, accounting for more than 50 percent of 
their total number. “The volume of applications requesting certificates author- 
izing the employment of learners at rates below the statutory minimum,” stated 
the Department of Labor Annual Report for the fiscal year of 1956, “was less 
than anticipated under the new $1 an hour statutory minimum and less than 
the volume received in 1950 when the 75-cent statutory minimum became effec- 
tive.’ The number of applications was actually 39 percent lower after the $1 
minimum than after the 75-cent minimum became effective. 

The experience of our industry was not unique. Throughout the country the 
$1 minimum was accepted readily. Even in the case of the lowest wage seg- 
ments of the low-wage industries and the smallest low-wage localities, the over- 
whelming number of firms managed to take the $1 minimum in their stride. In 
the few instances where employment declines seemed to occur, they are for 
the most part accounted for by normal seasonal variations or by economic 
factors unrelated to the minimums. Whatever negative effects may have taken 
place were comparatively insignificant and were more than made up by the 
benefits which the higher minimums brought to the lower paid workers. “Un- 
employment, nationwide,” notes a recent Labor Department study, “did not 
increase over the period of immediate adjustment to the $1 minimum wage.” 

Conditions are actually more propitious today for the adoption of the $1.25 
minimum than they were for a 25-cent minimum when the original wage and 
hour law was passed in 1988. At that time, when the minimum was first set 
at 25 cents, with provision for a 30-cent minimum in 1939 and a 40-cent mini- 
mum in 1945, average hourly earnings in the lowest wage areas were very close 
to the statutory rates. Today, the proposed $1.25 minimum is substantially 
below average wages in even the low-wage areas of the country. This lends 
additional support to the position that the $1.25 minimum can be absorbed with 
relative ease and with no adverse effect on the economy of any area. 

I believe that the case for the $1.25 minimum is overwhelming. While the 
proposed increase of 25 cents an hour in the minimum wage will have but a 
minor effect on the Nation’s total wage bill, it will be of great significance to 
lower paid workers. By bolstering their purchasing power, it will stimulate 
additional demand for goods and services and may help reduce the current 
unemployment of nearly 6 percent of the Nation’s labor force. It will tend to 
provide a better climate for competitive relations for employers. It will 
strengthen our economy and help to reduce substandard labor conditions which 
constitute an unfair method of competition in commerce. 

I would like now to turn to another aspect of the proposed amendments. I 
have reference to minimum wages for Puerto Rico, the Virgin Islands, and 
American Samoa. 

It has been the position of the International Ladies’ Garment Workers’ Union, 
as well as that of the AFL-CIO, that the minimum wages applicable in these 
areas should be raised by the same number of cents per hour as the increase in 
the statutory rate on the mainland. With this as a floor, industry committees 
will continue to review minimum wages periodically with a view to reaching 
the mainland minimums as rapidly as is economically feasible. 

I am aware, however, that the Puerto Rican Resident Commissioner and 
Secretary of Labor of the Commonwealth of Puerto Rico have recommended to 
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your Committee a somewhat different approach. Their proposal is to raise 
the existing minimums in Puerto Rico by the same percentage as the rise in 
the stateside minimum wage, but that when it is demonstrated to the Secretary 
of Labor that such a statutory minimum would substantially curtail employment 
in a given industry, a special industry committee be appointed to determine 
which rate should apply to that industry. 

The proposal made by the Commonwealth government deserves, I believe, 
most serious consideration. It certainly represents a step in the right direction, 
I recall the position taken in the past by the Puerto Rican government. It then 
opposed any mandatory adjustment legislated by Congress for Puerto Rico and 
iusisted that the only approach to wage determinations was through individual 
industry committees. I am glad, therefore, to note that this time the position 
of the Commonwealth has changed and that it has now proposed an across-the 
board automatic adjustment in minimums. While the Commonwealth’s proposal 
is not fully satisfactory in all respects, the ILGWU is not prepared to oppose it, 
provided the proposed across-the-board minimum wage increases go into effect 
automatically where there is no actual threat of substantial curtailment of 
employment and provided that proper safeguards dealing with the right to 
petition to seek exceptions to these automatic increases through special industry 
committees are written into the law. Without such safeguards the proposed 
increases in minimum wages for Puerto Rican workers may simply become 
paper possibilities, rather than mandatory minimums. I am certain that the 
Commonwealth authorities are as anxious to avoid this as we are. 

To that end, if Congress does decide to consider the percentage approach 
favorably, we suggest that a petition for the appointment of such a _ special 
committee be received only from an industry or from employers representing a 
majority of the workers employed by the industry. To avoid the abuse of 
the right to petition for a special committee, the petitioners should be required 
to submit tangible objective data, supported by detailed certified financial state 
ments, to enable the Secretary of Labor to decide whether to grant or deny 
the petition. Furthermore, such petitions should not stay the application of 
the applicable mandatory minimum unless firms requesting such a stay post 
bonds or place money in escrow with the U.S. Department of Labor to guarantee 
that workers will not be deprived of their proper wage when the final deter- 
mination is made. In addition, we do not believe that committees appointed 
pursuant to such petitions should take the place of the regular biennial review 
now provided for by the law. And finally, we do not believe that such petitions 
should be permitted in those industries which now pay a minimum of $1 an 
hour, the same as on the mainland. 

With these reservations in mind, I will direct my argument to the support 
of this proposal. 

Percentage adjustments in insular minimums will accomplish several things. 
Workers on the island will receive the same increase in minimums as workers 
on the mainland. They will provide a floor under the insular minimum wage 
structure, other than in the rare and exceptional situations. They will reduce 
the extent of the new competitive advantage which will follow the general 
increase in the stateside minimum wage. At the same time, the increase in 
insular minimums will improve the economic level of an important segment of 
the Puerto Rican population, heighten local demand for goods and services, and 
as such help to create additional employment and spur on industrial and com- 
mercial development of the Commonwealth. 

The rise in Puerto Rican minimum wages will serve another function. Liv- 
ing costs are much higher there than on the continent, a fact attested many 
times by representatives of both the Puerto Rican and United States Govern- 
ments. Such studies have revealed, for example, that living costs in San 
Juan, P.R., range from 17 to 35 percent higher than the living costs in Wash- 
ington, D.C. And bear in mind: Washington, D.C., is probably the highest cost 
city on the continent of the United States, a fact which I am sure, is well known 
to the Members of the Congress. 

The higher living costs in Puerto Rico highlight the inadequacy of existing 
minimums there as well as the hardship suffered by workers there. On the 
one hand, wages are lower; on the other, living costs are higher. The proposed 
amendment would not, of course, fully remedy the situation. It will, however, 
improve the conditions of many workers without curtailing their employment 
opportunities. 

There is another reason why minimum wages should be raised by statute 
following the adjustments stateside. Here, on the mainland, the legal minimum 
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is paid only to a fraction of our labor force. The average worker earns much 
more. Furthermore, between changes in minimums, wages do not remain static. 
This is not so in Puerto Rico. The labor movement there is relatively weak. 
Because of population pressures, a ready reservoir of unemployed seeking work 
tends to depress wages. As a result, between legal wage determinations, wage 
levels tend to remain unchanged. 

This is precisely the kind of a situation which requires legislative correction. 
It is a classic case justifying governmental intervention in the minimum-wage 
field to correct the inequities of the labor market. 

Moreover, the Commonwealth is an integral part of the American market. 
As the Puerto Rico Economic Development Administration recently noted, the 
“nearly identical framework of business law provides for free movement of 
people, goods, capital, and payments between the United States and Puerto Rico. 
This, in turn, means that United States and Puerto Rican industry are in direct 
competition in whatever market they seek to sell.” 

This is why the lag of wage rates in Puerto Rico behind those elsewhere in 
the United States requires attention. Even though significant advances have 
been made in earnings since 1955, when Congress speeded up minimum wage 
procedures for Puerto Rico by requiring periodic reviews and by eliminating 
unnecessary hearings following industry committee recommendations, wage 
disparities still remain great. This is vividly demonstrated by exhibit 4 at- 
tached to this statement. It shows that last October, the latest published wage 
figures for Puerto Rico, the average wage in manufacturing there was 86 
cents an hour as compared with $2.21 stateside, a disparity of $1.35 an hour. 
In the case of nondurable commodities, the stateside average wage was $2.02 
an hour, as compared with 82 cents in Puerto Rico, giving it an edge of $1.20 
an hour. The stateside average wage for the production of durable goods 
was $2.36; in Puerto Rico it was 97 cents, or $1.39 less. In the apparel and 
related products field, mainland wages were $1.52, while Puerto Rico averaged 
only 79 cents, a difference of 73 cents an hour. 

These figures do not, of course, portray the full extent of wage differentials 
between Puerto Rican and stateside industries, because they do not reflect the 
Puerto Rican advantages arising from differences in fringe costs and tax 
advantages. 

The promulgation of minimum wages for Puerto Rico did benefit its economy 
there, by raising the standards of its people and by not interfering in anyway 
with its economic growth. When the first industry committee for Puerto Rico 
considered minimum wages for apparel, one employer argued that a minimum 
wage in excess of 4 cents an hour “would either drive the industry from the 
island, or reduce it to the status of a custom-made, or dressmaking industry, 
which would have very little commercial value.” 

Nothing of this sort took place. The committee, of which I was a member, 
recommended minimums of 12% and 20 cents an hour. Those rates repre- 
sented substantial advances—in some Cases over 400 percent—over what the 
workers had been paid. But employment did not decline. Indeed, it actually 
rose. The preditcion that needlework production would be reduced to “very 
little commercial value” proved unwarranted. Rather, as consumer preferences 
and tastes changed, and in line with the general pattern of all progressive 
societies toward greater mechanization, the needlework industry in Puerto Rico 
gradually shifted to machine-made products. Except for occasional temporary 
effects of general economic downturns, which affected both the mainland as well 
as the insular operations, shipments from Puerto Rico forged steadily ahead as 
can be seen from exhibit 5 appended to this statement. The data there show 
the changes in the overall volume of shipments from Puerto Rico to the conti- 
nent for the last 21 years, as well as in the shipments of apparel items. These 
figures eloquently tell the story of continued Puerto Rico progress and increases 
in production. In apparel, for example, shipments in the last decade have gone 
from $35 million to almost $119 million. 

Other indicators of Puerto Rico gains made recently are the number of 
hewly established plants in Puerto Rico, their employment and weekly pay- 
rolls, given in exhibit 6 of this statement. They point up that the growth in the 
number of plants operating in Puerto Rico, as a result of governmental promo- 
tion activities, has actually increased despite increases in wage levels. Be- 
tween June 1950 and June 1954, for example, the number of plants in operation 
increased on the average of 50 plants per year. Between June 1955 and June 
1959, the number of plants in operation increased on the average by 66 per year, 
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despite the faster rise in minimum wages. In other words, the most recent 
plant growth was 32 percent greater per year than in the earlier period. 

The exact extent of the growth in employment and payrolls cannot be evalu- 
ated from these figures due to underreporting in the most recent period. But 
even with this qualification, the figures show that the average rise in employ- 
ment in the 1955-59 period of 3,950 persons per year, as compared with only 
3,850 persons per year in the 1950-54 period. At the same time, the annual 
increase in weekly payrolls amounted to $192,625 per year in the 1955-59 period 
as compared with only $68,950 in the preceding half decade. Obviously, Puerto 
Rico was not hurt in any way by the more rapid advances in its minimum 
wages. 

Even overall factory employment in manufacturing industry, which relates 
not only to plants covered by the Fair Labor Standards Act but also those en- 
gaged in production for local market, also went up. As shown in the most recent 
issue of Current Business Statistics published by Puerto Rico Planning Board, 
the average manufacturing plant employment was 67,500 in 1954; 68,700 in 
1955; 77,500 in 1956; and 79,400 in 1957. Under the impact of the 1958 receg- 
sion, employment dropped somewhat during that year to 76,900. However, it 
rose to a new high of 81,200 in 1959. 

All of these data point to the conclusion that minimum wage adjustments in 
Puerto Rico had no adverse effect on local employment. The data gathered 
by the U.S. Department of Labor also indicate that “extensive minimum wage 
increases since July 1, 1956 did not, on an overall basis, result in curtailing 
employment, but rather that the growth of the economy continued. In fact, 
higher minimum rates may have stimulated mechanization in existing in- 
dustries and encouraged the channeling of capital into the capital intensive 
industries.” 

Over the years our union has been keenly aware of the problems faced by 
Puerto Rico and its workers. We do recognize that Puerto Rico, where we have 
over 5,000 members, does need industrial growth. We favor such an expansion. 
At the same time, we believe that the proposal to raise minimum wages by the 
same percentage there as Stateside, is the very least that the Congress can 
accept at this time. I therefore strongly urge that you give it your favorable 
attention. 

I want to add just a few words regarding the extension of coverage. This 
subject has been covered more fully by other representatives of AFL-CIO unions, 
and I do not propose to dwell on it at length. 

I strongly favor the extension of coverage in line with the proposals con- 
tained in House bill 4488. It seeks to cover only some 714 million workers out 
of the total of over 20 million who are not presently protected by minimum 
wages. It does not seek to apply minimum wage protection either to employees 
of small retailers and specifically rules out small stores run by members of 
a family. 

At the time the wage and hour law was adopted over 21 years ago, there 
existed an understandable caution on the part of the Congress regarding broader 
coverage. For this reason, legislation was confined to interstate activities. 

In the years that have passed a body of experience, however, accumulated 
to demonstrate that coverage can and should readily be extended to other persons 
in our working population whose activities affect interestate commerce and who 
need a floor under their rates of compensation. 

I strongly urge your committee to recommend extensior of coverage to the 
Congress of the United States as a sound and constructive step. 


ExuHIsitT 1 


REPORT OF THE COMMITTEE ON SOCIAL AND LABOR LEGISLATION ON INCREASING THE 
THE NATIONAL MINIMUM WAGE AND EXTENDING COVERAGE, ADOPTED UNANI- 
MOUSLY BY THE 30TH CONVENTION OF THE INTERNATIONAL LADIES’ GARMENT 
Workers’ UNION, Mrami BeAcH, Fia., May 14, 1959. 


REPORT ON MINIMUM WAGE 


More resolutions have been submitted to us on the subject of the minimum 
wage law than on any other single topic. This fact is a reflection of the deep 
concern felt by the members of our union over the serious inadequancies in 
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the existing law, and of their awareness of the need for prompt action by the 
Congress to improve the law and bring it up to date. Resolutions 2, 31, 39, 62, 
9, 115, 139, 148, 161, 186, 204, 214, 229, 238, 248, 250, 253, 255, and 266 deal with 
this one subject. They come from affiliates scattered throughout the United 
States. 

All of the resolutions now before us emphasize that the Fair Labor Standards 
Act must be brought up to date; that it must be made an effective instrument 
to deal with conditions as they exist now, in 1959. 

To bring the law up to date, we urge that Congress raise the level of the 
Federal minimum wage from $1 to $1.25 per hour, provide for as much of a 
cents-per-hour increase in the minimum wage levels in Puerto Rico as is enacted 
for the mainland and extend the protection of the Fair Labor Standards Act 
to at least 7% million workers not presently covered. 

All of these necessary changes are embodied in the Kennedy-Morse-Roosevelt 
bill. We call upon the present Congress to pass this bill and to finish the un- 
finished business of 1955. At that time, the minimum wage level was raised 
from 75 cents to $1. That was a step in the right direction, but it was not 
enough—even in 1955. Since then, the $1 minimum wage level has become more 
and more unrealistic with every increase in price levels, with every increase 
in average earnings. 

Over the last 10-year period, the average hourly pay for industrial workers 
has gone up by more than 80 cents, but the minimum wage level has remained 
frozen at $1. 

We must have a Fair Labor Standards Act geared to meet the needs not of 
1938, not of 1955, but of today and tomorrow. 

Who will benefit by enactment of the Kennedy-Morse-Roosevelt bill? 

First, there are those workers who are earning less than $1.25 an hour today. 
Passage of the bill would secure, for these people, a direct increase in wages. 

Secondly, there are those who are already earning more than $1.25 an hour— 
in some cases a good deal more than $1.25. These workers are affected by the 
ninimum wage level because the products which they make must compete against 
products made by workers earning substandard wages. The existence of ex- 
cessively low-wage levels threatens not only the wage standards of decently 
paid workers, but threatens their jobs as well. 

In our own industry, this is an especially serious problem. Employers seeking 
lower wages frequently try to “run away” from the union—to “run away” from 
decent wage scales. This runaway threat will be greatly reduced by bringing 
the minimum wage level up to a uniform $1.25 an hour in all 50 States. 

A third group which will benefit from enactment of the Kennedy-Morse-Roose- 
velt bill will be the decent-wage employers. They will benefit for the same rea- 
son that their employees will benefit: the seriousness of the low-wage competi- 
tion which they face will be lessened. 

A fourth group to benefit will be the more than 714 million work men and 
women who will come under the protection of the act. Over the years, strong 
employer pressure groups have succeeded in having some 20 million American 
workers excluded from the protection afforded by the law. The Kennedy-Morse- 
cores bill will grant coverage to more than a third of those not now pro- 
ected. 

The working men and women of Puerto Rico will also benefit. The provisions 
affecting Puerto Rican minimums are, we believe, fair to both Puerto Rican 
members and mainland workers. By providing for the same penny-for-penny 
increase in Puerto Rico as is obtained in mainland workers’ minimums, the liv- 
ing standards of the workers of Puerto Rico will be raised, and at the same time, 
the position of the mainland workers will be protected. 

Finally, the entire Nation will benefit from passage of the bill. The country 
has not yet recovered from the recession. The best way of effectively combating 
tmemployment is by increasing purchasing power—by putting more money into 
the pockets of more people. The Kennedy-Morse-Roosevelt bill will be especially 
helpful in this regard, for the additional dollars will flow into the pockets of 
those who need them most: those on or near the bottom rungs of our economic 
ladder. The additional earnings will not be stashed away in savings banks. 
They will be spent for the necessities of life. In this way, the economy of the 
entire Nation will benefit. 

For all these reasons our members are deeply concerned with this problem, 
asm om call upon Congress to act—now—by passing the Kennedy-Morse-Roose- 
elt bill. 
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Nonagricultural employment, by region and State 
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Region and State 


Nonagricultural employment 
(in thousands) 
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1939 1949 1955 1958 1939 to 1949 to | 1955 to 

1958 1958 1958 
rR ee 10, 667.0 | 13,820.1 | 15,025.4 | 14, 902.7 +39. 7 +7.8 —0.8 
Connecticut................ 559. 2 730.0 869. 3 866. 6 +45. 5 +15.8 3 
I ci rniemmuatetamiotnsti 211.6 251.3 274.4 264. 2 +20.0 +4.9 —3.8 
Massachusetts............-| 1,350.4 1, 682.7 1, 800.3 1, 795. 6 +24.8 +6.3 —.3 
New Hampshire 2. 3 180. 1 +19.5 +9.9 -1 
New Jersey : 1,887.9] +341] +15.5 +13 

New York.... 5, 941.3 +29. 7 +7.3 (0) 
Pennsylvania 3, 590. 1 +25. 6 +2.1 —3.1 
Rhode Island- 274.1 +12.0 —2.0 —7.2 
ee ees 102.8 +27.3 +7.8 +.9 
RR aE ae ea 13, 262. 9 +88. 8 +25.8 +44 
ee 397. ’ ’ 716.8| +803] +20.9 +3.8 
ER csatmnera dipheniiene natin : ; “ 339. 2 +73. 0 +19. 2 +6.8 
Delaware 4 r ‘ 147.6 +97. 6 +31.8 +44 
District of Columbia---.--.-_- 328. 0 481.7 494. 6 500. 5 +52. 6 +3.9 +12 
i dita iancmaimimne 385. 3 645. 8 951.0} 1,150.5 | +198.6 +78. 2 +201 
is tentennedkiimiiniametl 512.2 749.7 936. 7 964. 5 +88. 3 +28.7 +3.0 
MMOD cocucccsccscsceece 376.7 528. 2 607.7 623. 5 +65. 5 +18.0 +26 
ID. ci cdo nb eo diss 393. 4 609. 6 711.1 768.8 +95. 4 +26. 1 +8.1 
ee ae 487.3 680. 4 824. 6 854. 2 +75.3 +26. 5 +3.6 
eter te Bin 200. 9 291.7 355. 5 374.1 +86. 2 +28. 2 +5.2 
North Carolina-.-.......--- 612.3 852.1 1, 049.1 1, 078.0 +76. 1 +26. 5 +2.8 
oe Lee ne ee 323.3 462.3 559. 549. 4 +69. 9 +18.8 —L9 
South Carolina............- 302. 3 433. 0 524.7 526.8 +74.3 +21.7 +4 
Reape cet, 463.3 703. 6 847.2 849.9 +83. 4 +20.8 +3 
0 eS EE 1,070.7 | 1,836.1 | 2,302.7 | 2,402.2} +1243 +30.8 +43 
| NE PEEES SSE eee cee 533.3 766. 1 920. 4 953. 4 +78.8 +24.4 +3.6 
OS OSS eee 368. 3 516.1 473.3 463. 5 +25. 8 —10.2 —21 
Nerth Central... .............. 9, 321.8 | 13,315.6 | 15, 386.8 | 14,892.1 +59. 1 +114 —3.6 
OT Se 2,279.1 | 3,063.1 | 3,392.7] 3,316.0 +45. 5 +8.3 —23 
i all ch Tes, 813.7 | 1,181.7] 1,393.2] 1,329.0 +63. 3 +12.5 —46 
| EE EER CEE eat 427.3 586. 9 641.3 634. 8 +48. 6 +8.2 —10 
NR hiids nd iracmnrbad 293. 4 445.7 547.5 540. 2 +84. 1 +21.1 -13 
I, wctstcntemniwiiniece 1,348.1 | 2,018.9 | 2,479.2] 2,177.4 +61. 5 +7.9 —12.2 
RR co recuse enced 538. 6 768. 9 872.0 896, 2 +66. 4 +16.6 +24 
REE ee 821.2] 1,121.5] 1,277.6| 1,271.9 +54.9 +13. 4 5 
RS ie aiid cn tnnsie ois 217.2 308. 0 355. 5 353. 4 +62. 7 +14.7 —.6 
North Dakota.-.....---.--... 72. 5 104. 4 113.5 118.0 +62.8 +13.0 +4.0 
gee A REE 1,758.7 | 2,617.8 | 3,086.4 | 2,968.9 +68. 8 +13.4 —3.8 
South Dakota........---..- 85. 4 113.0 124.4 127.7 +49. 5 +13.0 +27 
DR hibiietsenthh aces 666. 6 985.7 | 1,103.5) 1,095.6 +64. 4 +11.1 -§ 
pale iS ate 2 RES 3, 286.2 | 5,373.8] 6,842.9] 7,391.3] +1249 +37. 5 +8.0 
DS 215 ipidonindwianiitl 94.2 151.5 221. 2 281.5 | +198.8 +44. 2 +27.3 
NS EEC ea 1,812.0 | 3,088.1 | 4,087.5 | 4,457.8) +146.0 +44.4 +91 
6S RIPE NE TE 01 228. 7 333. 8 433. 2 457.7 | +100.1 +37.1 +67 
| SED tals Soe ret eee ee 83.9 125.0 137.5 150.0 +78.8 +20. 0 +91 
108. 4 145. 0 159. 8 158. 7 +46. 4 +9.4 -7 
sachin minted 34.7 51.3 84.0 87.7 | +152.7 +71.0 +44 
New Mexico. 78.7 139.9 181.6 217.8 | +176.7 +55. 7 +19.9 
Oregon...-.-- 259. 3 416.6 472.6 471.6 +83. 3 +13. 2 -.3 
se Saat 110.3 183. 6 223. 3 240.4 | +118.0 +30. 9 +7.7 
Washington. 424.1 659. 9 756. 4 780. 0 +83. 9 +18.2 +3.1 
WT FORME = 3. nnddalcnccmabas 53.9 79.1 85.8 88.1 +63. 5 +11.4 +27 





1 Less than 0.1 percent. 
Source: U.S. Bureau of Labor Statistics. 
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Changes in average hourly earnings and employment, different regions of the 
United States, 1955-57 


APPAREL INDUSTRY 




































































Percent of change Average hourly Employment 
earnings 
Region 
Wages | Employ- 1955 1957 1955 1957 
ment 
West South Central_-................. +15.5 +110 $1. 03 $1.19 44, 809 49, 725 
EEE BE RE SRR: +14.7 +5.7 1. 09 1. 25 4, 760 5, 030 
East South Central__........-.......- +14. 4 +3. 2 .97 1.11 90, 120 93, 006 
Xe aes aes +12.7 +4.1 1.10 1. 24 149, 045 155, 202 
West North Central-_-................. +8. 1 +7.2 1. 24 1. 34 53, 980 57, 893 
Dem North Oosstreh. ......csccccceces +7.1 —7.9 1.41 1. 51 113, 868 104, 880 
BU MN nSEk cw ewcohnseetonne +6.9 +3.9 1.31 1.40 90, 320 93, 863 
San oa eee +6.1 +.7 1. 47 1. 56 634, 963 639, 634 
Ss Aivcitelih din aitiatinonwes Sing tener +5.4 —2.1 1,48 1. 56 66, 489 65, 120 
MANUFACTURING 
West South Central_-................ +14. 6 +4.7 $1. 71 $1. 96 767, 873 803, 820 
East South Central................... +13. 1 +1.5 1. 53 1,73 775, 559 786, 923 
eid SS SIE a SM. Se! +11. 5 +2.1 1.48 1.65 | 1,878, 652 1, 912, 368 
EES eRe Pe ke +10 3 +7.2 1. 95 2.15 209, 224, 563 
6 SN ASS +10.3 —.3 1.74 1.92] 1,473,990 1, 469, 725 
Pt SECIS... ccasconmstapesunoes +9. 4 +1.9 1.91 2.09 4, 375, 277 4, 456, 627 
East North Central................... +9.3 —1.3 2.14 2.34 | 4,886, 169 4, 824, 911 
West North Central. ...........-..... +8.6 +3.7 1. 86 2.02 977, 639 1, 013, 500 
SS a Trey +8. 4 +9.1 2.14 2.32 | 1,478, 857 1, 612, 860 
Source: U.S. Bureau of the Census, Annual Survey of Manufactures, 
ExuHIsiT 4 
Average hourly earnings, manufacturing, Puerto Rico and U.S. mainland, 
October 1959 
Industry Puerto Rico | U.S. main- | Wage differ- 
land ential 
pemmenteneniniaG tes sod ek cue, Jae eas $0. 86 $2. 21 $1. 35 
I .97 2. 36 1.39 
NNO... Uc cia imbvonddedidedduvedbetundacsae . 82 2. 02 1.20 
Food and kindred products_-_-.......................-.-... . 92 2. 10 1.18 
py RRS RAS A EAA SSS ELE . 54 1. 59 1.05 
I I ae 91 1. 59 . 68 
A DDGG WE MEUNEOE TIOOUCES | nn cc ommccnennesseceendace .79 1. 52 he 
TANOGY GEE WORE SHOUNOUD... 65. nc cccceccce econ adcoucuns A 2. 02 1.27 
aa ae ee eee a . 68 1. 83 1.15 
Paper and allied products__..___.- igen cag dental Sactaehbcslesacpied ins 1.17 2. 23 1. 06 
Printing, publishing, and allied industries. .......-.....-- 1.06 2.73 1. 67 
Chemicals and allied products. -.................-.-...-..- 1.14 2. 43 1.29 
Petroleum refining and related industries. ..............-- 1. 55 2. 98 1, 43 
Bupiiias Wms 65. 5 5b bid 2 itis de hcihsedeadeaowinie 1.07 2. 48 1.41 
Leather and leather products. ....................-...-... Pe 1.61 . 90 
Stone, clay, and glass products..............-.....-..---.. 1. 03 2. 23 1.20 
Pg RE ee a aaa ae 1.18 2. 65 1.47 
Fabricated metal products. ...................--..-.2.--.. 1. 06 2. 36 1.30 
Machinery, except electrical. ...............--...--...---. 1.15 2. 52 1.37 
Transportation equipment..._..............--..-.--.-.... 1, 28 2.70 1, 42 
Electrical machinery, equipment, and supplies. _—-...-..- 1.16 2.24 1.08 
Professional and scientific instruments and regulated 
TRUGUGOR. 62 d5 2 hethdie ck bh emeh cede RUbap ecb eda abt 1.03 2. 30 1.27 
Miscellaneous manufacturing industries. ................. .79 1.90 1.11 











Sources: Puerto Rico—Puerto Rico Bureau of Labor Statistics, Census of Manufacturing Indvstries in 


Puerto Rico, October 1959. 
January 1960. 


U.S. Mainland—U.S8. Bureau of Labor Statistics, Employment and Earnings, 
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ExHIBIT 5 


Value of shipments, all items and apparel, accessories and related textile 
products, Puerto Rico to the U.S. mainland, fiscal years 1938-39 to 1958-59 


{In millions of dollars] 


























Apparel, Apparel, 

Fiscal year All items accessories, Fiscal year All items accessories, 
etc. ete, 
a 84.8 14.6 |} 1949-50. .............. 210.0 43 
ae Te 90.9 UY? f ee 24. 4 59.0 
| EP Sea 86.3 FO VEE 237.8 51.8 
PR A a 104.5 12.0 Co een 302. 5 66.4 
TS SS 88.3 ee Th RES ow nn Lawintosnn 332.5 79.5 
 _, | Seer ee 133. 5 17.4 aa ee 342.6 82.6 
RR! 116. 2 es SE SDs bc od Letwetncen 390.0 93.7 
RS a eee 157.6 BG tl MME S cc ccduiinvccene 424.7 110.4 
Oe aaa eee 170.6 SUG Th RMD. <n ocpdrdocccee 443.4 105.1 
OTE ES OE 185.7 yee Cen 482.2 118.7 
(PR A RS 195. 8 35.0 








Source: U.S. Bureau of the Census and Puerto Rico Planning Board. 


ExHIsitT 6 


Employment and earnings in Puerto Rico plants promoted by the Economic 
Development Administration 











Number of | Number of | Employment} Weekly 
Period plants in plants in reporting payroll in 
existence providing plants repo? 
reports plants ! 
ee ine aired wacom eacsg eR Cee wind 13 10 1, 300 $20, 500 
itn a sc chacirenanntemseiistbus cnet 24 17 2, 200 32, 100 
eh eS eae aR A RECT 52 32 3, 700 48, 200 
aay eee veer eee &3 72 6, 300 84, 400 
PR tds ima dena ~beteky akbesigh- da dhaneplden, 114 107 8, 600 124, 300 
SSE a RE ETI Ae RO GEE HE 166 157 11, 800 174, 100 
a ee i Rel eS IR a. 229 219 18, 400 304, 200 
sla a ae ee ee ee 282 264 21, 700 360, 200 
hoon ad cisin codices a dsesskeeeabsees 303 293 25, 700 496, 100 
ip ECE Ee EPS Ce ea eee 364 354 30, 100 677, 600 
AR FRE SES SET 429 416 34, 700 921, 400 
et TES SETS a eS Cees 481 452 33, 300 916, 200 
te is lig RIALS AEST LET ORE NE 568 513 41, 500 1, 265, 800 
December 1969................. CS Seas Cae (?) (?) 44, 500 ) 














1 Payrolls for production and related workers only. 
2 Not available. 


Nore.—Because not every plant is reporting, the growth in employment and payrolls is actually under- 
stated by thistable. Thus, for example, in 1947 only 3 plants failed to file reports; in 1959 they numbered 55. 


Source: Commonwealth of Puerto Rico Department of Labor (cited in Economic Development Ad- 
ministration Annual Report, 1958-59); December 1959 figure from Puerto Rico Planning Board, Current 
Business Statistics, October-December 1959. 


Mr. Lanprum. Mr. Dubinsky, assuming that the Congress does act 
upon this proposal to increase the minimum wage, and increases it by 
the full 25 cents, or by any part of the 25 cents, do you anticipate in 
your industry a general wage rise of about the same percentage ? 

Mr. Dusinsxy. No. The history shows that whenever a wage in- 
crease was enacted by Congress, there was a slight increase generally, 
but it amounted to about 10 percent of the direct effect. In other 
words, since the general payroll rise will be four-tenths of 1 percent as 
a result of the direct effect of the proposed minimum, the overall in- 
crease will be 10 percent more, or forty-four one hundredths of 1 per- 
cent. That isthe record. 
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Mr. Lanprum. Do you have a provision in the contracts which your 
union has with your employers which provides that whatever amount 
in cents is added to the Federal minimum wage by statute, that that 
same amount will be added to the contract wages ? 

Mr. Dusrnsky. Not on the mainland. In Puerto Rico we have pro- 
vided that whatever the Federal minimum shall be, the union mini- 
mum shall be 5 cents above. It is a modest increase of 5 cents above 
the Federal minimum. 

It is made so because of keen competition from nonunion factories. 
We recognize that if we raise our union wages too high, they will have 
wages in the agreement but not in their pocketbooks. 

Mr. Lanprum. Do you have a regular printed standard form of 
agreement, Mr. Dubinsky, a printed form of agreement which your 
union has with your employers ? 

Mr. Dustnsky. We do not. 

Mr. Lanprum. That is, for your union. 

Mr. Dusrnsxy. I would not say a regular printed form. We make 
an agreement with each employer or employer group separately. We 
bargain. Thestandards are not uniform, I would say. 

Mr. Lanprum. Do you have one that you would call a basic or a 
fundamental, from which you might vary according to the section or 
employer ? 

Mr. Dusrnsxy. Well, we do, particularly in the cloak industry and 
the dress industry, the major industries, we do have. But we do not 
follow it all over. We make bargains with employers for whatever 
we can, in order to have peace and harmony, and at the same time ad- 
vance the interests of the workers. 

Mr. Lanprum. Is it true that article 25 in one of your printed forms, 
headed “Change in Legal Minimums,” has this language: Should Fed- 
eral or State legislation be enacted increasing minimum wages under 
the law, it is agreed that the minimum wages under this agreement shall 
be increased by the same amount as the increase in said legal minimum ? 

Mr. Dustnsky. You are right, Mr. Chairman, in a few agreements 
in the lower wage areas, where we have a minimum of $1.15 now. It 
does not apply to all the minimums that we have. 

Mr. Lanprum. So those operating under a contract with this pro- 
Vision in it, when and if favorable action is taken on this proposal, H.R. 
4488—well, let us read further in the provision : 

Without limitation of the foregoing, the minimum wages under this agreement 
shall in no event be less than 15 cents an hour above said legal minimum wage. 

First I will ask you this: Are you suggesting that 15 cents might 
bea satisfactory figure to stop at ? 

Mr. Dustnsky. Above the Federal minimum ? 

Mr. Lanprum. Yes. 

Mr. Dusrnsky. I do not know. I do not know. I am not ready to 
say that. 

_Mr. Roosrvetr. I do not think you understood the chairman’s ques- 
tion. He wanted to know whether you would be satisfied with a 15- 
cent increase at this time instead of 25 cents. 

Mr. Dustnsxy. I think there is all justification, and my statement 
brought it out, for $1.25. 

Mr. Lanprum. I thought I understood your statement to say that. 
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Mr. Dusinsky. By the way, Mr. Chairman, we asked for $1.25 
4 years ago. The price went up since then. 

Mr. Lanprum. Let us get back to this provision for a moment. 

The fact is that employers’ operating under this contract with your 
union—and I have no objection to the provision, but I want to estab- 
lish it as a fact if it is a fact—the fact is that if the minimum wage is 
increased by statute 10 cents, 15 cents, 20 cents, or 25 cents, that what- 
ever the wage is in that particular employer’s establishment, when this 
becomes law, that wage will be increased by a like number of cents, 
Isn’t that correct ? 

Mr. Dent. Mr. Chairman 

Mr. Lanprum. Wait a moment, please. I want to discuss this with 
Mr. Dubinsky. 

Mr. Duprtnsxy. Where we have provision in the agreement in the 
lower wage areas, because we have agreements for $2, $3, $2.50, mini- 
mums, but in lower wage areas, and in the low-paid industries, we have 
such a provision where the present minimum is $1, that a minimum 
shall be not less than $1.10 or $1.15. 

Mr. Lanprum. Then it is true, then, that if the Federal minimum 
is increased by statute, that there will be in the factories where you 
have this provision in operation a general wage increase; is that true? 

Mr. Dustnsxy. Will you permit me to clarify that, Congressman? 

Mr. Lanprum. I am referring to the contract. 

Mr. Dusinsxy. Can I clarify? We have two kinds of provisions in 
a contract. One provision merely states that the minimum shall be 
$1.10 or $1.15. There we cannot increase it. Another form of contract 
we may have is where the minimum for the worker shall be 10 or 15 
cents above the Federal. 

Mr. Lanprum. I am not talking about the minimum. The lan- 

uage I read is not directed at the minimum, except to the margin of 
diflseemen between the minimum and what they are now paying. Let 
us get the figures in the record, if we can. 

These other gentlemen have questions, too, and I do not want to con- 
sume too much time. 

The Federal minimum today is $1. Assume we increase it to $1.25. 
In factory A, where you have a contract with an employer at some 
stage of the employment, and I do not know what it would be, em- 
ployee B would be making today $1.50. That is 50 cents above the 
minimum. 

Now, if we increase the Federal minimum to $1.25, that is a 25-cent 
increase. According to the way I read this provision of your con- 
tract, that employer would be required to add, if he lived up to the 
contract, 25 cents to that $1.50-an-hour wage. 

Mr. Dusrnskxy. Not our agreement. You read somebody else’s 
agreement. 

Mr. Lanprum. No, wait a minute. If he did not do that, he would 
be required to add at least 15 cents above it. 

Mr. Dusinsxy. If you want my answer, Congressman, the answer 
is “No.” 

Mr. Lanprum. You do not have such a provision ? 

Mr. Dusrnsxy. No. 

Mr. Lanprum. Let me read it one more time and I will stop, because 
I do not want to consume all the time. I just want to establish the 
truth. 
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I am reading from a letter addressed to me as chairman of this com- 
mittee on March 17, 1960, from the National Association of House and 
Daytime Dress Manufacturers, 1350 Broadway, New York. 

Mr. Dusinsky. That is Erwin Feldman. 

Mr. Lanprum. Yes; that is correct. I just wanted to get the record 
straight. 

I want to call your attention to the fact that the International Ladies Garment 
Workers Union has adopted as a contract provision in its printed standard form 
agreement the following provision : 

“Article XXV. Change in legal minimums: Should Federal or State legislation 
be enacted increasing minimum wages under the law, it is agreed that the mini- 
mum wages under this agreement shall be increased by the same amount as the 
increase in said legal minimum. Without limitation of the foregoing, the mini- 
mum wages under this agreement shall in no event be less than 15 cents an hour 
above said legal minimum wage. 

“It is further agreed that upon any such increase in minimum wages, the 
union shall have the right to renegotiate upward the piece rate and wage struc- 
ture of the shop. In the event of any disagreement, the matter shall be treated 
as a dispute under article XXVIII.” 

I do not challenge anything about the section or part of the con- 
tract. All I want to know is do you have a contract carrying such 
provision ? 

Mr. Dustnsxy. Mr. Feldman is right in quoting this paragraph in 
some of the contracts. 

Mr. Lanprum. That is all I wanted to know. 

Mr. Dupinsxy. But the conclusion is wrong. I am surprised at you, 
Mr. Chairman, that you take Mr. Feldman’s conclusion. 

Mr. Lanprum. I am not surprised at your being surprised at me. 

Mr. Dustnsxy. Let me give you the meaning of this paragraph. 
At present we have a$1 minimum. According to this paragraph the 
minimum is to be $1.15. The lowest minimum is to be $1.15. This 
does not affect the minimum for $2, the minimum for BET for $3, 
the minimum for pressers at $1.75. It does not affect them. It 
affects the $1.15; that is what it affects. 

Now, that means that if Congress enacts $1.25, that according to this, 
that minimum becomes $1.40, but the one that earns $1.50, the one that 
earns $1.75, is not affected by this clause of the agreement. 

Mr. Lanprum. Then you say that only the minimum would be 
increased. 

Mr. Dusrinsxy. That is right; the lowest minimum. 

Mr. Lanprum. And you maintain that you will not seek, or do not 
expect to seek, any increase in the wages above the minimum ? 

Mr. Dupsrnsky. Congressman, I would not promise you I would 
not seek an increase in wages. I would lose my job. I would not 
give you that promise. 

Mr. Lanprum. Mr. Roosevelt. 

Mr. Roosevett. Mr. Dubinsky, first of all let me comment that I 
am particularly glad you have made the statement that you made 
before the committee because I think the record clearly shows the re- 
sponsibility of the union which you have headed for so long, and the 
fact that it has maintained, one might say, a miraculous record of 
continued production and, therefore, of what might be called peace 
and harmony between the employer and the union. 

If I am correct, in your statement beginning at the bottom of page 
3, it would be a fair statement, would it not, to say that the difference 
between the average hourly earnings and the minimum wage has 
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steadily increased; in other words, that the minimum wage has not 
kept up with the increase in average hourly wages? 

Mr. Dusinsky. That is correct, Congressman. 

Mr. Roosevert. Certainly that would give full weight to putting a 
maximum figure of $1.25 as against any modification thereof? 

Mr. Dusrysxy. That is correct. 

Mr. Roosrvett. On page 4, in the middle of the page, you note that 
the wholesale prices of. apparel are now six-tenths of 1 percent lower 
than in 1947. In order that the record should show your opinion of it, 
what do you think is the reason for this? This is probably not true 
nceross the board in many other industries. 

Mr. Dusinsky. It is a very competitive industry. The profit of 
our industry is very low. They all fight for the bundle, for the gar- 
ment. If there is enough purchasing power and the workers buy, 
manufacturers are able to maintain their prices. But if there is un- 
employment and people haven’t enough money to buy another dress, 
another garment, and manufacturers fight to make a sale, they re- 
duce prices. As a result of this state of affairs, our industry’s prices 
are now six-tenths of 1 percent less than 1947 despite the intervening 
35-percent increase in the average hourly earnings. 

Mr. Rooseverr. Mr. Dubinsky, I am getting at perhaps a related 
point. My point is that where there is real competition, where there 
is no monopoly, such as exists, let us say, in the food industry or the 
big chainstore industry, there you do get lower prices because of the 
competition ; is that correct ? 

Mr. Dusrinsky. That is correct. Congressman, my argument is that 
the $1.25 minimum affects in the main the low-paid workers in the 
low-wage competitive industry and not in the basic, durable goods 
industries. 

The basic industries, they make the huge profits. There you haven't 
got real competition. In the nondurable industries, in these indus- 
tries, you do have keen competition; as a result an increase in wages 
does not necessarily bring forth an increase in costs to the ultimate 
consumer. 

I would not say that employers will not try to pass on the costs. 
The men’s clothing industry just now granted a 17 cents per hour 
increase, and its employers announced that they will raise prices. 
You probably read it in the papers. But even if they will raise prices 
at the start, within 2 or 3 months thereafter they may have to lower 
them, because they will be fighting for the sales. Competition in this 
branch of the apparel industry, as well as in other branches of the 
needle trades is real and sharp to keep prices down. That is our 
experience. 

Mr. Roosrvetr. I think it is a great lesson for the Congress to learn 
as to the reasons why monopoly should be fought down the line. 

At page 9, where we come into the Puerto Rican problem, I am 
wondering if, in your discussion of the need for the posting of a bond, 
and also where you make very clear that such requests as may be made 
for the stay of putting into effect the new law, that this should be the 
matter of an entire or a representative number—a majority—of the 
industry; whether you feel it would be wise—we have not looked 
at any specific legislation on this—to perhaps create a special re- 
view board for this initial period that would be continuously in session 
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so that we would not have to wait the delay of the Secretary picking 
up a board. 

I am thinking in fairness to the manufacturer, as well as to others. 
If he has to post a bond, this comes out of his capital—or if he puts 
dollars and cents in there. It seems to me he is justified in getting 
an immediate decision, or as nearly immediate as seamekis con- 
sideration will allow. 

Do you have any suggestions on how we might ask the Secretary 
what machinery could put that into effect ? 

Mr. Dusinsky. Congressman, in my opinion a special committee 
for that purpose alone probably would provide a basis for a sensible 
procedure. But with one further provision. I served on five com- 
mittees in Puerto Rico. I remember one committee in particular, the 
one in the brassiere industry which presently employs in Puerto Rico 
about 5,000 of our members. When we came together in a committee 
there, that industry was making huge profits. 

But when employers appeared before the committee, they claimed 
that they cannot afford to give any wage increase. They were pay: 
ing at that time a minimum of 33 cents which has now been brought 
up to 80 cents. They are prosperous and the industry is growing. 

I do not believe that you would want a situation where an industry, 
which can afford to pay this statutory increase in minimums, would 
apply to the Secretary of Labor or to the committee for a stay of 
that statutory increase. 

What I am trying to stress is that every industry seeking relief 
should give prima facie evidence in its petition to demonstrate that 
it is justified to receive a hearing, whether from a special board of 
review or a committee appointed by the Secretary—the exact form of 
such a body does not make any difference to me. But it should not 
bea free-for-all stay from the payment of the statutory increases for 
every insular industry. 

A hearing should only be granted where there is a justification; 
where the proposed increase will create havoc or cause substantial 
wwemployment. But before such hearing is called, the petitioning 
industry would have to first show to the satisfaction of the Secretary 
of Labor that it is entitled to the stay. 

Mr. Roosevett. In other words, they must make a preliminary case 
under your requirement ? 

Mr. Dustnsky. That is right. 

Mr. Roosgveur. I quite agree with you, and hope we can write that 
kind of legislation. 

Thank you. 

Mr. Lanprum. Mr. Ayres? 

Mr. Ayres. I have enjoyed your statement, Mr. Dubinsky, and 
your manner of expression. It is very convincing. 

Mr. Dusrinsky. Thank you. 

Mr. Ayres. That is all, Mr. Chairman. 

Mr. Lanprum. Mr. Dent? 

_ Mr. Dent. Mr. Dubinsky, I, of course, join with the rest in thank- 
ing you for your very informative statement. 

Incidentally, so far as the Puerto Rican situation is concerned, I 
think you have given me, anyway, more information than I have had 
on the problem down there from the beginning until the present date, 
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and which we have been able to receive yet from the various state- 
ments that have come before us in our hearings. 

I would like to ask you one or two questions. No.1: In answering 
the chairman, I came to the conclusion that in your particular union 
you do not have a nationwide minimum or a nationwide maximum. 

Do you or do you not set each contract up on the basis of the local 
situation ? 

Mr. Dusrnsxy. You are correct, Congressman. Let me say to you 
one more thing on this: When you are referring to our minimums— 
and the chairman referred to it—I omitted to say that we consider the 
$1 minimum—I do not want to use the word “disgraceful”—a very 
low minimum. That is why we provided that our lowest contractual 
minimum should be 10 or 15 cents above that minimum. 

The language is written that way—above the Federal minimum,” 
But we have no national agreement. We have individual agreements, 

Mr. Dent. You do not have a national floor or a national ceiling in 
your contract, but you have each individual treated locally ¢ 

Mr. Dusrnsxy. That is right. 

Mr. Dent. Am I to understand that you now have no minimums in 
your particular contracts that are equal to or are set at the Federal 
minimum, but that they all have at least a 15-cent differential above 
the Federal ? 

Mr. Dusinsxy. That is right. 

Mr. Dent. What you are dealing with, as I understood it from the 
reading, was, if there is an automatic increase in the minimum, it 
would be ridiculous in my point of view, and probably yours, to have 
a $1.15 minimum in your contract, and have the Federal Government 
come along and pass a $1.25 minimum—for you to operate on the basis 
of $1.15 mimimum. 

Mr. Dustnsxy. You are right. 

Mr. Dent. Then you have in your contract an automatic increase 
that would maintain your percentage above the minimum all over the 
industry. 

Mr. Dusinsky. Unfortunately, we haven’t got it in all contracts but 
in only a number of contracts. 

Mr. Denrt. If we pass a law, the Government will do your negotiat- 
ing for the minimum. 

Mr. Dustnsxy. That is why I am here. 

Mr. Dent. Another thing I wanted to just cover a little or talk a 
little on concerns what you said about the percentage of increase in 
cost of the product, and that the minimum wage increase would not 
reflect itself in an exorbitant increase along the line. 

I do not know about your industry, but I will ask you if it is true in 
your industry that if there is a general wage increase by contract, that 
that amount of the wage increase is not the amount that. is reflected at 
the end product of the goods, but that the employer adds to that his 
same percentage, profitwise, onto that wage increase, and that shows 
at the end of the line on the retail or the wholesale price rather than 
only the money that goes into the pockets of the workers? 

Mr. Dustnsxy. You are right. They do it if they can get it. 

Mr. Dent. But that is true, is it not? 

Mr. Dustnsxy. Yes; they do it if they can get it. But they do not 
get it. 
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Mr. Denrv. I have been an employer in quite a few fields, and I know 
that everytime we got a mandatory coal increase per ton, even under 
the old NRA—when it was a 20-cent increase per ton, I always put 40 
on, and so did every other coal operator in the industry. 

The thing that I am driving at is that when figures come in here they 
ought to at least show that the minimum wage might reflect a 114 
percent increase in the retail price of a piece ef goods, but that there is 
another percentage added on there for the profit. 

Mr. Dusrnsxy. I am sorry I cannot accommodate you. I go by 
facts and history. I tell you that since 1947 apparel wages increased 
by 35 percent, but apparel wholesale prices went down six-tenths. 
Where the employers got it from I do not know, but the consumer did 
not pay more. 

Mr. Dent. How many employers have gone out of business—— 

Mr. Dusrnsxy. Plenty. 

Mr. Dent. I mean in your industry, covered by your union contracts, 
because of the raise in the minimum from 75 cents to $1. 

Mr. Dusrnsxy. No; they do not go by the contract. You will soon 
hear of an employer who will appear before you who comes from 
Chattanooga. He is in contractual relations with us for 20 years. 

Do you know what he told me in the cab coming here? His manager 
told him he is not always happy with the union. I said, “As longas he 
said ‘not always happy,’ then it is OK.” I know people who are not 
always happy with their wives, but they have a good life anyhow. 

Congressman Roosevelt praised me for the constructive contribu- 
tion made in our industry. Yet I am not too proud of it, Congressman. 
This gentleman will come here and tell you that his average wage is 
$1.43 an hour. Iam not too proud of it. 

I want your help, Congressmen. Because there is competition in 
Chattanooga because others pay less. They cannot pay more than 
$1.43. Yet they have been in contractual relations for 20 years, and 
we consider him a decent employer, employing 1,000 people. 

We need your help. When you raise it to $1.25, it will be a better 
life for these people and for the country as a whole. That is a little 
propaganda. 

Mr. Dent. Yes; I recognize it. 

There is only one more question, and if you do not want to answer 
it, it is perfectly all right with me, because I am pretty much set 
in my views on it, and I do not suppose it will change the views of 
anyone else. 

wy nee MaepeltS to foreign competition if we increase wages in this 
country ¢ 

Mr. Dusrnsxy. I expected that question, Congressman. 

Mr. Dent. That is right; you would expect it from me. 

Mr. Dusrnsxy. I do not know if from you or somebody else. I 
will tell you why. I expected it because I asked myself the question. 

Competition is a very important problem here. We are suffering. 
If you would ask me whether this wage increase of 25 cents will affect 
it, I would say no, because the foreign competition from which we are 
suffering comes from places where the wages are 12 cents an hour. 
Our wages are $1.55. 

In other words, in order to meet that competition, should we go 
down to 12 cents? Nobody would suggest that. There ought to be 
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other ways of meeting that problem, but it has no relation to the 
standard of living of the people in this country, for we will never go 
down to the standard of sy or Japan. 

That is a problem, and we are coping with it. We hope that the 
Congress, the House and the Senate, will give their attention to it. So 
far we have gotten very little help on it. 

Mr. Dent. The reason I asked that, Mr. Dubinsky, is because my 
memory also goes back a long way in that field, coming from the 
glassmaking industry areas as I do. But up until this recent era 
we have not heard, in labor negotiations, the question thrown at us 
that if any wages are raised, foreign competition would adversely 
affect us to the exent that it would cost us jobs. 

I will not say it is my opinion, but in your opinion can you tell me 
this one thing: Were wages ever the consideration in foreign com- 
petition ? 

Mr. Dusinsky. Labor cost is a consideration. 

Mr. Dent. I do not mean it that way. I mean our ability to com- 
pete with foreign countries. Was it ever based upon the wages we 
paid compared to the wages they paid ? 

Mr. Dusrnsky. No. — could not. They pay 12 cents and we 
pay $2 and $3; still in all we are able to survive, although we are af- 
fected by competition. We have efficiency, we have productivity, we 
have planning that they do not have yet. But the time will come 
when they will learn the tricks as well as we. We cannot sidetrack it. 
It is a problem. 

Mr. Dent. That is in your industry they have not learned the tricks, 
But they not only learned the tricks in the glassworks but are well 
ahead of us. I wanted to tell you that your outfit does not make tooth- 
brushes, but——— 

Mr. Dustnsky. No; they do not. 

Mr. Denr. I stopped in a drugstore at Annapolis on Sunday morn- 
ing. My yk a came to visit, and instead of going home they 
stayed overnight, so I had tostop to get toothbrushes for them. 

On the counter in the drugstore, and I want this in the record, was 
a display at least 4 feet wide and 4 feet high of hundreds of tooth- 
brush boxes, four for a quarter, nylon toothbrushes with plastic 
handles, the same as any that we pay a reasonable price for, four for 
a quarter, made in Hong Kong. 

After you throw the box away and you put it in your mouth, you 
would never know where it was made. I am just saying that they 
have the know-how. It is a question for us to determine on these 
questions of wages, too, whether or not it is effective on our industry. 

Mr. Duprnsky. Congressman, we do not make toothbrushes, but we 
make blouses. I have seen blouses that we sell for $4 coming in from 
Hong Kong for 75 cents. I haveseen them come in. Then when they 
were not able to dispose of them, they sold them at 50 cents. 

In other words, foreign competitors are a problem. Our manufac- 
turers have their hands full and sodo we. When you ask me the ques- 
tion in connection with wages, I say no. I say the quarter increase in 
wages will not make it any worse. It is bad enough, but it would not 
make it any worse. 

Mr. Dent. Thank you very kindly. I just want the record to show 
that I agree with you 100 percent that the wage differential is. not 
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the basis of the foreign competition coming into this country, and 
that it should not be the arguing point against it or for any wage in- 
crease in this country. 

Thank you for your fine presentation. Thank you for answering 
frankly. 

Mr. Lanprum. Mr. Kearns? 

Mr. Kearns. Mr. Chairman, I want to compliment Mr. Dubinsky. 
I have admired him as a person trying to do the best for his union 
over the years. 

I am the only man left on both sides of the aisle who was on the 
subcommittee that set up the industry labor committee in Puerto Rico 
back in 1948. Then we sent a committee down there the following 
year to check on how they had lived under those conditions. 

You probably recall that at that time we did not want to penalize 
Puerto Rico because they were having their bootstrap operation, and 
the only company at that time that came under the interstate com- 
merce laws and minimum wage was a cement company bringing cement 
over to this country. That was the only company. 

You mentioned the brassiere company. At least half of your state- 
ment was pertaining to Puerto Rico. But how much does the cheap 
labor that you say we have in Puerto Rico affect paydays in this coun- 
try in your industry? How many people would have jobs here and 
the wages you get in New York if we did not have that import com- 
ing into the mainland ? 

Mr. Dusrnsxy. Mr. Congressman, I will give you an honest answer. 
I do not believe Puerto Rico is affecting us today as it did a number 
of years ago when they had low wages. And the action of its govern- 
ment in not catering to runaway shops is also helpful. 

The Puerto Rican government is very decent and liberal, They 
are not catering and not appealing for runaway shops. We have a 
lot of sharpshooters and bargain ) Roos in our industry, and they 
did go to Puerto Rico. But when decent wages are being established 
there, they do not run there any more at the same pace. 

That is why I am not worried about Puerto Rico. But at the same 
time, I say that while Puerto Rico may be entitled in some cases at 
the present to have lower minimuwins than stateside, Puerto Rico in 
selling its merchandise to the mainland should not destroy us. All 
that we want is a fair shake, a fair break. 

Puerto Rico should have a decent wage and not undercut us; 
should be competitive with the States but should not destroy us. I 
think the present status is all right, when I see that the representatives 
of the Puerto Rican Commonwealth come before you, change their 
position, and argue for the same percentage increase as stateside. It 
isa step forward in the right direction. 

Mr. Kearns. In your opinion, then, you feel the industry-labor 
committees have done a good job? 

Mr. Dupinsky. On the whole, I believe so. I served on quite a 
number of them. In many cases, such committees have been helpful 
to the mainland and helpful to the island. I am very much for the 
continuation of their operations to supplement statutory minimum 
Wage increases recommended by me. 

Mr. Kearns. Thank you. 

That is all, Mr. Chairman. 
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Mr. Lanprum. Thank you. Mr. Hiestand? 

Mr. Hiesranp. I am sorry I did not get to hear your full testimony, 
Mr. Dubinsky, but I have been looking over the statement, and it 
seems to be a very effective one. 

I respect you, sir, for what you have done. It so happens that in 
the om days before you really got into action, I was one of the 
original boycotters. I boycotted the sweatshops as a garment buyer 
and tried to place business where decent conditions were effective. 

I am concerned, as my good colleague from Pennsylvania is, about 
this import situation. I wish it were as simple as a matter of tariff 
regulation or import limitation. But it is much more complicated 
than that. 

You have said, however, that an increase will not affect your com- 
petitive position. Could you elaborate on why not? I think you have 
quite a case there and it might be effective in other lines. 

Mr. Dusrnsky. I have to go back, Congressman, to my statement 
on increases in wages, and the best argument I can give you is a repeti- 
tion, increases of 35 percent in the average wages in our industry did 
not increase costs to the ultimate consumer. 

Now, an increase of 25 cents an hour in the national minimum will 
cause a 2.6 percent increase in the payrolls of the women’s outerwear 
industry. If 35 percent did not cause an increase in price, 2.6 per- 
cent should not. 

Mr. Hiestranp. It did not cause an increase, this 37 percent, it did 
not cause an increase—why? Because production methods improved! 
Is that not correct ? 

Mr. Dusinsxy. Yes. 

Mr. Hiesranp. Can we further improve production methods enough 
to take up the slack of an increase ? 

Mr. Dusinsxy. Definitely so, sir. My experience everywhere is: 
better wages—greater efficiency. 

Mr. Hiestanp. This is music to my ears. 

Mr. Dusinsky. That is my experience, and I have some experience. 
I have a life of experience. In Puerto Rico, the South, East, West, 
the North, everywhere, when they had low wages they had waste of 
time, waste of energy, and low productivity. 

The moment they have to adopt and pay better wages, employers 
would start looking for all kinds of efficiency schemes for greater 
production and greater productivity. 

Mr. Hiestanp. Would you say it also caused the use of fewer peo- 
ple and they saved money that way, the utilization of fewer people 
at better wages ¢ 

Mr. Dusinsxy. I did not understand you. 

Mr. Hiesranp. Would you say that this increase in productivity 
per person, because that is what it would have to be, has caused or 
could cause a decrease in the number of people ? 

Mr. Duprnsxy. No, we have not experienced that. As you know, 
we are in a fortunate country. Our population grows. When it 
grows, when children are born and then they grow up, they need an- 
other pair of pants, they need a skirt, and as a result of it the working 
population in the industry increases, too. The efficiency increases and 
the working population of our industry. 

Mr. Hiesranp. In other words, the growth of the industry took up 
the slack ? 
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Mr. Duprnsky. More workers are employed by the industry every- 
where, with greater productivity. 

Mr. Hiesranp. I think this is an important statement. At least we 
have one industry where the increased cost of labor will not increase 
the price of goods to the consumer. 

Mr. Dusrinsky. Definitely. 

Me, Hiestanp. I think that is a very important point to be in the 
record. 

Mr. Dustnsky. Definitely so. 

Mr. Hrestanp. Thank you, Mr. Chairman. 

Mr. Lanprum. Thank you, Mr. Dubinsky. 

We have three other people who wanted to appear in association 
with Mr. Dubinsky. It is not likely that a quorum call will occur 
today as it does oftentimes. If it is convenient with Mr. Weiner and 
Mr. Singer, we will try to continue the session of the committee until 
we have completed, probably running to 12:30 or something. 

If you will remain, we will stay in session unless the bells ring for a 
quorum call. 

Now, Mr. Murphey, you may proceed in any manner you see fit. 


STATEMENT OF REID MURPHEY, PRESIDENT, SIGNAL KNITTING 
MILLS, CHATTANOOGA, TENN. 


Mr. Murpeuey. Thank you. 

First of all, I would like, if you possibly could, to get Mr. Dubin- 
sky to commit himself on the wage question. If he will not ask for 
alittle more wages, I will be a little happier. 

My statement will not take long. ? am looking after myself and 
speaking for myself alone. 

I am Reid Murphey, president of Signal Knitting Mills of Chat- 
tanooga, Tenn. We are manufacturers of cotton knitted lightweight 
underwear for men and boys, and knitted sleeping garments for chil- 
dren. We employ between 700 and 1,000 persons. 

I am not speaking for the industry of which we are a part, and my 
opinions may or may not be shared by others in this industry. How- 
ever, I do want you to know that I appreciate this opportunity of 
appearing before you and expressing my own views on this important, 
pending legislation. 

I am in favor of the $1.25 per hour minimum with continued pro- 
vision for learner rates, and my reasons are that I believe that com- 
tition should not be based upon the payment of substandard wages, 

ut upon management’s ability to manufacture and merchandise its 
products in the most effective manner. 

Our industry’s average hourly wage was $1.43 per hour during the 
year 1959, yet there are many manufacturers whose average wage is 
well below this figure. The pricing policies of these manufacturers 
with lower wage levels have a far greater influence in the market than 
is justified by the volume of their production. 

We are an industry composed of a few large companies, many me- 
ium-sized companies, and many more smaller companies. No one 
company dominates our market, and for most of us the pricing of our 
products is directly related at varying levels to the lowest price quoted 
in the market. Therefore, the manufacturer with low wage rates is 
serious threat to all of us. 
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That the condition in our industry is not a healthy one is revealed 
in an analysis of the statement studies published by Robert Morris 
Associates. This publication is widely used by bank loan officers and 
credit men. The publication shows that the industry’s profit on sales 
during the years 1956, 1957, and 1958 averaged between 114 and 2 
percent ; 1959 may have been a more profitable year, but the figures are 
not as yet available. Even at a 2-percent profit on sales, the industry 
might be more contented if the return on assets was greater. However, 
for the 3 years mentioned above, the average return on total assets 
was only 3.68 percent. 

Therefore, for what you may call strictly selfish reasons, I would 
like to see the minimum wage increased to lessen the advantage en- 
joyed by the manufacturer paying these substandard wages, and also 
to establish a more reasonable base price in the market. 

Another valid reason for a higher minimum wage is to increase the 
urchasing power of the 134 million factory workers now making 
ess than $1.25 per hour. These workers must find it difficult to buy 

food and shelter alone, much less clothing, and an increase in their 
earnings would undoubtedly increase our market. 

Admittedly, a higher minimum may have an inflationary effect on 
underwear prices, but the price increases will be small. For example, 
the Consumer Price Index for men’s cotton undershirts was 99.9 for 
the fourth quarter of 1955, and 102.6 for the fourth quarter of 1959, 

Boy’s briefs during the same period moved from 99.1 to 103.3. In 
the meantime, average hourly earnings in this industry increased from 
$1.23 per hour in 1955 to $1.48 per hour in 1959. In other words, 
while prices for our products were increasing about 3 percent, wages 
were increasing 16 percent, exclusive of many new fringe benefits. 

In our own case, an increase in the minimum wage to $1.25 per hour 
with due allowance for adjustment in the higher paid brackets would 
amount to 114 to 114 percent of our selling price. Frankly, I do not 
think this too high a price to pay for a higher standard of living for 
this segment of our population. 

Mr. Lanprum. Do you expect to take that 114 to 114 percent in- 
crease in your wage costs, which is what I take this statement to 
mean, out of present profits, or do you expect to pass that on in your 
selling price? 

Mr. Murpuey. I expect to pass it on. 

Mr. Lanprum. Thank you. 

Mr. Dent. May I ask a question ? 

Mr. Lanprum. Yes. 

Mr. Dent. You expect to pass it on as it is reflected in the actual 
wage increase or with your added percentage of operations added 
like you do on all other costs? 

Mr. Murreuey. Mr. Dent, I cannot. I will get more than the 1% 
and 114 percent. 

Mr. Dent. In other words, it would get to be 2 or 214 percent? 

Mr. Mourpuey. Yes, sir. 

Mr. Roosgvett. You will do this if you can get it. 

Mr. Mourpuey. Yes, sir; if I can. 

Mr. Roosrvetr. And you have no assurance you can? 

Mr. Mourruey. I have no assurance. 

I also feel that should new minimum wage legislation be enacted, 
that the interval between the passage of the legislation and its effec- 
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tive date should be as short as is reasonably possible, and this view 
is shared by many of my associates. 

When the $1 an hour minimum was established, there was an inter- 
val of about 7 months between enactment of the law and the effective 
date. During such a period there is considerable economic uncer- 
tainty and normal good business practices are sometimes ignored in 
hope of more temporary short-term gains. 

Manufacturers and merchants alike are tempted to build inventory 
in excess of their ordinary requirements. I saw a typical example 
of this in my own industry during the last change in the minimum 
wage: 26/1 combed yarn is one of the basic yarns used in the manu- 
facture of lightweight underwear, and its price fluctuation is the 
same as most other cotton yarns. 

The price of this yarn was 78 cents per pound in May 1955. It 
rose gradually from this point to a high of 85 cents per pound in 
September 1955. The price held at this level through April of 1956 
and then began a decline to more realistic levels, reaching a price of 
80 cents per pound in August 1956. 

Never once since has its price been as high as the peak reached 
during the transition period and current quotations are still approxi- 
mately 80 cents per pound. During this artificial period, production 
was on an uneconomical overtime basis, only to be followed by short 
workweeks. 

I propose that a 60- to 90-day interval will be ample time for most 
adjustments and will have less harmful effect on our economy than 
will a longer period. For this reason, I do support a very short inter- 
val between passage and effective date of this legislation. 

Last, but certainly not least, and you have been discussing this, a 
committee of Congress should search for a solution to the ever-present 
danger of low-wage foreign competition. Our industry is not seri- 
ously threatened at the moment, but that time will undoubtedly come. 

Only last week I saw a boy’s combed tee shirt offered by a Japanese 
concern with all tariff and transportation paid at a price 20 percent 
under the price at which our company could sell a similar item. The 
fear of what this competition could do to us acts as a deterrent to the 
very action we would normally be taking to combat competition. 

Industry in this country has grown great through research and 
modernization of its plant and equipment, yet with this ever-present 
danger of low-wage Jooelain competition, we are hesitant to make the 
investment in research and new equipment for fear that 14 cents per 
hour labor may more than offset any gain that we might expect. 

I urge that you consider some form of protection which would en- 
courage our manufacturers to continue the modernization so necessary 
for our future welfare. 

Summarizing, I am in favor of the $1.25 per hour minimum as I 
believe it will benefit both employer and employee. I also believe it 
most important that there be the shortest possible interval between 
passage of a new minimum and its effective date. 

Thank you. 

Mr. Lanprum. Mr. Murphey, what percentage or what number of 
your employees between these figures of 700 and 1,000 now make less 
than $1 per hour? 

Mr. Murpuey. You mean less than $1.25? 

Mr. Lanprum. I beg your pardon. Less than $1.25. 
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Mr. Murreuey. About 10 to 15 percent. Our average is $1.423 at 
the moment. 

Mr. Lanprum. You stated that average for your industry. Do you 
mean your company average is also that ¢ 

Mr. Murreuey. Yes, sir. It is within seven-tenths of 1 percent of 
the industry average. 

Mr. Lanprum. First, I think you have been extremely forthright 
in stating your position. I am inclined to agree rp wey’ Digi a 
recommendation that if any increase is legislated, it should be made 
effective at the earliest possible date. 

Mr. Mourpuey. I hear that from all my friends. 

Mr. Lanprum. I have observed that as one of the things that I feel 
we should work for from the beginning of these hearings. 

Mr. Murpuey. Yes, sir. 

Mr. Lanprum. Frankly, Mr. Murphey, it is disappointing to me to 
have not just you, but men like you from all of our industrial and 
manufacturing establishments, and, likewise, men like Mr. Dubinsky 
and others, or their representatives, and other leading and responsible 
executives on the side of labor and the side of management, come and 
discuss this proposition of increasing our wages, which is what eve 
American would like to do always—we want people to have as muc 
money and make as much money as they can. 

We know that this country will grow with such a situation. But 
to come and make those recommendations and then turn right around 
and ask us todo what many of us politicians are accused of being able 
to do, to ride two horses going in different directions. 

It is just a little bit disappointing, frankly. Mr. Dubinsky has said 
emphatically this morning—and I cannot believe that a man of his 
deep intelligence and understanding of this business means it—that 
he thinks an increase in the wages will not result in any increased 
foreign competition. I hope he is correct. I really hope and pray 
that he is correct. 

Yet you come right beside him and say, as others like you and in 
like positions have already said, that you sit in mortal fear of what 
that labor in the foreign markets is going to do to you. It is a very 
real and a very challenging problem. 

You come and suggest that we continue to raise wages, which means, 
as you said, when you told me you were going to pass this 114 to 1% 
percent on to the consumer, that the purchasing power is not going 
to be increased. We are going to have to balance this some way. It 
means simply that somewhere we have to stop the growing wage spi 
or we have to accept competition with a wage level that we are simply 
not going back to in this country. 

It is unthinkable that we will lower our wages to make us competi- 
tive with such markets. Yet I am fully cognizant of the responsibility 
that I invited upon myself when I asked to be sent here as a repre- 
sentative of the people. But I am not absolutely certain that, asa 
Member of Congress, or any other Member of the House or this com- 
mittee, ought to accept that responsibility as you and other have 
suggested alone, without some assistance from executives like you and 
Mr. Dubinsky. This problem is not just something imaginary that 
we are dreaming up. 

Mr. Mourpuey. That is right. 
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Mr. Lanprum. When we had less than 1,000 dozen men’s shirts im- 
ported here in 1955 and more than 1 million dozen imported here in 
1959, it suggests that the time has come to take a very real look at this. 

Mr. Murrney. That is what scares me. 

Mr. Lanprum. I am sorry I made a speech, but that is the way I 
feel. 

Mr. Morpney. I agree with you, but what I was thinking is that the 
difference is already so great between our wages and the wages in for- 
eign competition that an increase will make no difference. I think 
the difference in our wage level today is already so great that an in- 
crease in that difference will be of minor nature. 

We have the problem whether we go to $1.25 minimum or whether 
we stay at the $1 minimum. 

Mr. Lanprum. How soon do you think a company of your type may 
do what Peabody has already done, go to South America with his 
capital, and start building factories ? 

Mr. Mourruey. I think if it reaches that point, that is what we will 
have to do. I am sitting in that position now, not in the position 
that we are going into South America, but I am sitting in the position 
of, Should we expand and should we buy new equipment, or should we 
retrench and plan to go abroad? Frankly, I would rather stay in the 
United States. 

Mr. Lanprum. But if your cost of production continues to rise to 
the point that it makes your competition take you out of the market, 
you are going abroad; is that right ? 

Mr. Moreuey. I will have to, if I stay in business. 

Mr. Lanprum. Now, assume that you relieved yourself of this fear 
of 14-cents-an-hour competition ma remodeled your present opera- 
tions with new-type machinery. To what extent would your employ- 
ment level be reduced ? 

Mr. Murruey. Frankly, I cannot answer. I do not know. The 
purpose would be to reduce—— 

Mr. Lanprum. The purpose of remodeling would be to reduce your 
number of employees? 

Mr. Murruey. Yes, sir; or else increase my volume with the same 
number of persons. 

Mr. Lanprum. Mr. Dent? 

Mr. Dent. I do not want to belabor the situation. I certainly think 
you are a rarity in being a forward looking employer in this r bee and 
age, in talking about the condition of the te 8 and that the in- 
creased cost to yourselves, with the benefits to your employees, would 
far outweigh any increase in cost to you. 

I am sure that we could discuss for many, many hours the question 
of the American standard and the American wage level in its rela- 
tionship to foreign competition. I do not think, as an individual, 
that I can subscribe to any programs that say the entire question of 
foreign competition is to be now placed upon the shoulders of the 
labor unions or those who negotiate contracts. 

I am of the humble opinion that the minute we took the ratemaking 
or the tariff-setting rights away from Congress, where they rightfully 
belong under the Constitution, and turned them over to the President 
of the United States who, in turn, turned them over to the State De- 
partment, where they are not being used as a matter of economic 
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soundness, but in negotiation of treaties and so forth, we threw en- 
tirely out the window any arguments that could be used at a wage 
agreement conference or anything else, because no matter what we set 
as the wage level in this country, it behooves the State Department to 
pay them money to make goods to ship back to this country and your 
State Department will do it. 

There is no question about that. It has nothing to do with this argu- 
ment, but I wanted to ask the question of Mr. Dubinsky to make the 
record clear that we never were able to compete with a foreign coun- 
try at any time in our industrial history on the basis of wages and 
wages alone. 

The only thing that protected American industry were the high 
tariff walls we had built around this country during the days we were 
expanding industry. If I sound like a protectionist, I am not, except 
when you think about the glass factories and ceramic factories closed 
in my area that will never open up again. 

I do not want to see the textile plants shut down for the same rea- 
son. I think you are to be complimented in coming before this com- 
mittee and making a frank statement in saying that the economy of 
this country can stand $1.25-an-hour wage level. I personally, as a 
committee member, appreciate it. Thank you. 

Mr. Lanprum. Mr. Hiestand. 

Mr. Hrestanp. Mr. Murphey, how many people of yours that you 
now have are receiving less than the present minimum of $1? 

Mr. Murruey. Very small; possibly a tenth of 1 percent. They are 
trainees. 

Mr. Hiestanp. Why should they be? Wouldn’t you rather set it 
at the minimum yourself? Are they part-time or marginal workers? 

Mr. Mourpuey. Those are learners, sir. 

Mr. Lanprum. As I understand, Mr. Murphey, he is covered, and 
the only exception he has is in the apprentice class. 

Is that correct ? 

Mr. Murruey. Yes. 

Mr. Hiestanp. You say that is a very small fraction ? 

Mr. Murruey. Less than one-tenth of 1 percent. 

Mr. Hrestanp. How many are receiving iess than $1.25 ? 

Mr. Mureuey. I would say that around 10 percent do. 

Mr. Hiesranp. Would you say that held true for the knit-goods 
industry ¢ 
Mr. Mcierinae. I cannot answer for the industry. It would be a 
guess. I would think it would be true, yes, sir; but it is a guess. 

Mr. Hiestanp. About 10 percent of them would be affected by such 
a raise ¢ 

Mr. Murruey. Yes, sir. That means they might be between $1.10 
and $1.25, somewhere in that area, or some at $1, even. But within 
that grouping at various levels there would be, I would say, 10 percent. 

Mr. Hrestanp. Thank you very much. 

Mr. Lanprum. Thank you, gentlemen. 

Mr. Roosrvett. May I say, Mr. Murphey, you have made a fine con- 
tribution as to the time that this move, if and when it is made, should 
have been effected. 

Of course, I would have liked to have talked with you also about 
your suggestions on the foreign competition angle. 1 am in strong 
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agreement that it is not a matter that affects the wage level, and that 
that basically is no cure to it. 

If you did not raise the minimum wages, you would still have ex- 
actly the same competition. So this is a false issue. Your suggestion 
that something ought to be done about it I feel very strongly about. 
I can promise you that I am going to try to do coxatinenl can to 
see that something is done about it. 

Mr. Lanprum. Next we will have Mr. Leon Singer and Mr. Clarence 
M. Weiner from the Cigar Manufacturers Association of America. 


STATEMENT OF LEON SINGER, GENERAL COUNSEL, CIGAR MANU- 
FACTURERS ASSOCIATION OF AMERICA, ACCOMPANIED BY 
CLARENCE M. WEINER, ECONOMIST, CIGAR MANUFACTURERS 
ASSOCIATION OF AMERICA 


Mr. Srncer. Mr. Chairman, I would like to apologize to you and 
the rest of the members of the committee for not having a statement, 
a prepared statement, for you. I was, unfortunately, engaged in a 
trial for several weeks and I finished my statement at 2 o’clock last 
night. 

Mr. Lanprom. Suppose you proceed as you wish, Mr. Singer, and 
we will question you later. 

Mr. Srncer. I appear as general counsel for the Cigar Manufac- 
turers Association of America, a trade association composed of cigar 
manufacturers in the continental United States, having factories all 
over the country, and consisting of large, medium, and small concerns. 

More than 75 percent of all cigars sold in the continental United 
States are manufactured by our members. My firm has been, since 
the inception of this association, general counsel and still is. We are 
particularly interested in that aspect of the proposed amendments to 
the Fair Labor Standards Act which relate to the Commonwealth of 
Puerto Rico, and I should like to address my remarks to that phase of 
the problem. 

I have been attending hearings before industry committees of the 
tobacco industry in Puerto Rico for many years. I have seen these 
committees in operation, and believe that I have some firsthand infor- 
mation with respect to the manner in which they operate, which may 
be of value to you. 

Over this period of years I have had occasion to observe the tre- 
mendous development in Puerto Rico, and have seen almost unbeliev- 
able revitalization of a distinct ethnic group of our citizens from that 
bordering poverty to one of importance in our overall economy. 

I believe the history of the tobacco industry in Puerto Rico pre- 
sents in bold relief the difficulties with which the Commonwealth is 
confronted in its attempt to meet the pace necessitated by our stateside 
changing economy. It shall be the burden of my presentation to 
demonstrate that the present system of flexibility for determination 
of minimum wages in Puerto Rico, through the medium of biennial 
review of industry committees, has worked well, in fact extremely well. 

This flexible system for the setting of minimum wages in Puerto 
Rico by adjusting increases to the particular circumstances of the in- 
dustry involved was instituted in 1940. It has proven to be the most 
scientific approach to meeting this problem. 
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Under the present system of biennial review by industry committees, 
every industry in Puerto Rico has had its wage structure reviewed at 
least once, and in some instances twice, since the last amendment in 
1958 to section 8 of the act relating to the establishment of minimum 
wages in Puerto Rico. 

Under the law as it now is written on the books, industry committees 
in Puerto Rico are charged with the responsibility of carrying out the 
policy of the act to reach as rapidly as is economically feasible, with- 
out substantially curtailing employment in each industry in Puerto 
Rico, the objective of the stateside minimum and, of course, without 
giving any industry in Puerto Rico a competitive advantage over any 
mainland industry. 

Dr. Clarence Weiner, who sits alongside me, the economist for our 
association, will follow me. He will show you with charts and figures 
what has happened to wages in the Commonwealth, how these changes 
in minimum wages compare with changes on the mainland, and will 
present other economic data. 

I shall, therefore, try to avoid as much as possible any statistical 
information, since I feel Dr Weiner is much more qualified to present 
it than I. However, I think at the outset it is important to bear in 
mind the relationship between the labor force employed in Puerto 
Rico and the vast numbers who are unemployed. 

Puerto Rico has a total labor force of approximately 630,000, of 
which 87,000 are unemployed persons, or approximately 14 percent of 
the total labor force. This compares with an unemployment rate on 
the mainland of approximately 514 percent which, in and of itself, has 
naturally caused us great concern. 

When secretary of labor for Puerto Rico, Mr. Sierra Berdecia, 
testified before the Senate Labor Committee last year, he said, “Due 
to the establishment of new manufacturing plants, and the still im- 
portant role of agriculture, wages of Puerto Fico stand midway be- 
tween those of an undeveloped agricultural economy and those of a 
high wage and high productivity industralized economy. 

This midway position precludes the island from competing with un- 
developed areas on the basis of low wages or with industrialized areas on the 
basis of productivity. 

The secretary of labor thus tersely predicted the economic situa- 
tion of Puerto Rico. It is against this economic backdrop that I 
should like to review the manner in which the Fair Labor Standards 
Act has been applied to Puerto Rico. 

When the Fair Labor Standards Act was enacted in 1938, no excep- 
tion was provided Puerto Rico. The 25-cents-per-hour minimum, 
therefore, became effective in Puerto Rico, contemporaneously with its 
effective date on the mainland. Average earnings for mainland man- 
ufacting was then about 60 cents an hour, and only 300,000 workers out 
of a total mainland labor force of 54 million received increases as a re- 
sult of the establishment of the 25-cents-per-hour minimum. 

However, in Puerto Rico at that time, average earnings were ap- 
proximately 12 cents an hour, and the new minimum meant a doubling 
of wages on the island. This automatic, across-the-board imposition 
of a minimum wage in Puerto Rico proved so damaging that a con- 
gressional investigation at that time found it “disastrous to the econ- 
omy of Puerto Rico.” 
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Accordingly, in 1940 the law was changed to provide special treat- 
ment for Puerto Rico through a fiexible system of determining mini- 
mum wages in each industry. Thus came into being industry com- 
mittee investigation and determination of minimum wages for every 
industry covered by the Fair Labor Standards Act. 

In 1955, when the act was amended raising the mainland minimum 
to $1 per hour, section 8 of the Fair Labor Standards Act was also 
amended. The amendment provided for annual review by these indus- 
try committees, and the power theretofore residing in the Administra- 
tor of the Wage and Hour Division to approve or disapprove the 
recommendation of industry committees was eliminated. 

In 1958 Congress again changed section 8 and instead of an annual 
review provided for biennial review by industry committees, reserv- 
ing to the Secretary of Labor in his discretion the power to order an 
additional review in each biennial period. 

When you changed the law in 1958, you did so, I believe, because 
you then felt that the economic situation in Puerto Rico was not 
changing so rapidly nor could it be changed so rapidly as to require 
review of minimum wages every year. Nothing has happened in 
Puerto Rico which could justify a conclusion that willy-nilly, without 
further investigation, the minimum wages in Puerto Rico lead now 
be automatically increased by 15 percent, if you gentlemen conclude 
and Congress agrees to raise the minimum to $1.15 per hour, or to a 
higher rate, and the higher resultant percentage if that be your 
decision. 

These industry committees, and I have seen them in operation, have 
been conscious of the policy of Congress to reach as economically as 
possible the objective of the minimum wage prescribed in section 6 of 
the act without substantially curtailing employment. They have been 
conscious that in determining the highest feasible minimum wage for 
a particular industry they must not give that Puerto Rican industry 
a competitive advantage over the mainland industry. 

I believe that committees will continue to be conscious of their obli- 
gation to reach the statutory minimum as rapidly as possible within 
the safeguards provided in the act. I am sure you gentlemen are 
aware of the fact that the Secretary of Labor appoints a special in- 
dustry committee for each industry each time it is up for review. 
These committees are tripartite in character, consisting of three a 
pointees from labor, three from industry, and three representing the 
public interest. Of the nine appointees, five are usually mainland 
residents and four Puerto Rican residents. 

I am sure you gentlemen are also aware of the fact that before these 
committees convene, the Administrator of the Wage and Hour Divi- 
sion causes an economic study of the particular industry to be made 
by field and staff economists of the Labor Department. 

In each instance a comprehensive report prepared by these econo- 
mists is received in evidence and explained by one of the Labor De- 
partment economists, who is often interrogated at great length by 
members of that committee. 

In other words, gentlemen, these committees really investigate quite 
extensively all of the economic factors involved in the particular in- 
dustry under review. Under the present regulations of the Adminis- 
trator, no witness can be heard on behalf of industry unless he submits 
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on behalf of his company profit and loss and operating statements 
for at least 5 years prior to the hearing. 

These witnesses are also interrogated at great length, and if I may 
say so, are subjected to a rather grueling cross-examination by the 
labor members of the committee. As a result, during the year ending 
March 1959, these industry committees made 99 separate minimum- 
wage determinations. In 88 of these, the minimum was raised in 
amounts varying from 1 cent to 27 cents per hour. In 11 the com- 
mittees found it impossible to raise the minimum wages at all. 

If I may suggest, if those committees, after a thorough investiga- 
tion of all the economic factors affecting these 11 particular indus- 
tries, found it impossible to increase the minimum wages, now to 
order by legislative fiat an automatic percentage increase across the 
board for all industries for Puerto Rico would seem to be a rather 
unscientific approach to the problem. 

As at December 31, 1949, 42 percent of all workers in Puerto Rico 
covered by the Fair Labor Standards Act have reached the statutory 
minimum of $1 an hour. Between September of 1955 and December 
of 1959, 73 percent of the increases ordered equaled 25 cents per hour 
or more. 

The tobacco industry represents rather vividly the economic pic- 
ture of Puerto Rico. One segment of that industry which employs 
the largest work force now consists of a labor force of approximately 
6,000 workers, almost all middle-aged women, living in towns and 
villages near the farms where Puerto Rican tobacco is grown, and 
who strip by hand Puerto Rican tobacco. 

This labor force at one time had been as large as 10,000 women, and 
as a result of a rather drastic increase of 4 cents an hour in 1955, some 
4,000 of these women were added to the vast army of unemployed 
persons in Puerto Rico. 

Mr. Sierra Berdecia, in his testimony, indicated to you that the 
goverrment of the Commonwealth was greatly concerned with the 
plight of these 4,000 women, since no other employment could be 

ound for them, and that in all likelihood some form of subsidy would 
have to be accorded them. 

While this classification has been the subject of review five times 
by industry committees in the past 5 years, there were three occasions 
out of the five when the committees felt that an increase in the rate 
was impossible, and on the other two occasions increased it only by 
1 cent per hour. 

Yet in that same period, other classifications in the tobacco industry 
have all been substantially increased, so that today the minimum rate 
for cigar manufacturing stands at 85 cents per hour, and the minimum 
rate for machine threshing at 86 cents per hour, and no other rate is 
lower than 68 cents per hour. 

I think it should be perfectly obvious that Puerto Rico requires 
special treatment, and I cannot help but agree with the statement of 
the secretary of labor, made also before the committee of the Senate 
last year, when he said, 


If a rigid, fixed, automatic increase had been in operation during that period, 
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referring to 1955-59, 


or if a flat, inflexible minimum wage had been put into effect, many industries 
could not have met those standards, thus increasing already substantial unem- 
ployment. 
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It is my firm conviction, gentlemen, that any legislative change 
from the principle of flexibility in determining minimum wages in 
Puerto Rico can only bring about a substantial curtailment of employ- 
ment in many industries, particularly the so-called low-paying ones. 

Puerto Rico has not yet reached the state where it can afford to 
wipe out those industries without irreparable damage to its overall 
economy and its already steady improvement toward a self-supporting 
segment of our national economy. But I realize that rather strong 
suggestion, unsupported, however, in my opinion, by facts or reason, 
have come before you for the incorporation of an automatic percent- 
age increase formula dependent upon the increase of the stateside 
minimum. 

While I trust you gentlemen will continue to present satisfactory 
and well working law without change, if perchance you do recom- 
mend the adoption of the percentage formula then there are certain 
safeguards I would like to submit to you which would help to min- 
imize its adverse effects. 

We have briefly outlined these proposals in a one-page document 
submitted to you with our exhibits. I believe an explanation would 
be helpful. 

Mr. Berdecia proposed that our secretary of labor be authorized 
to appoint special industry committees for those industries which show 
a reasonable basis for their allegation of hardship. These commit- 
tees would then investigate conditions in that industry and deter- 
mine the minimum wage, which that industry could pay consistent 
with the criteria set forth in the Fair Labor Standards Act. 

Neither the mechanics for the establishment of these committees 
nor any other details were suggested to you, although they were more 
fully set forth in certain press reports. It is with respect to these 
mechanics that I should like to direct your attention. 

I would assume, gentlemen, that some period of time will be pro- 
vided for between enactment of any amendment to the Fair Labor 
Standards Act and the effective date of any new minimum prescribed 
in section 6. If we assume that the effective date of such new mini- 
mum, if any, will be January 1, 1961, then in all likelihood less than 6 
months will elapse between enactment of the act and the effective date 
of any new stateside minimum. 

Whether our secretary of labor can in that interval schedule hear- 
ings for all Puerto Rican industries having a hardship case is some- 
thing I am sure the secretary is better qualified to answer when he 
appears before you than I. 

If it should appear difficult or impossible to schedule them, then I 
respectfully suggest that all Puerto Rican minimals could be made 
effective 80 or 90 days after the effective date of any stateside mini- 
m. _ this without doing violence to the principle of the percentage 
ormula. 

Under our proposal, any industry which does not petition within 

60 days after enactment of the act will be deemed to have acquiesced 
in the automatic percentage increase. I suspect there will be several 
industries so acquiescing. 
_ If after petition the Secretary determines that a committee should 
Investigate conditions in that industry, the minimum wage now pro- 
vided for that industry should continue until the committee makes 
its determination. 
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I am sure that these tripartite committees will continue, as they 
have in the past, to conscientiously and thoroughly investigate condi- 
tions in the particular industry involved and will speedily render 
their decision. ; : 

I understand it has been suggested by some that an industry claim- 
ing hardship should, as a condition of having its petition heard, post 
a bond, or surety of some kind with the Secretary of Labor, securing 
the payment of wages at the rate of the automatic percentage 
increase. 

I can visualize two objections to this. First, such an industry will 
be placed in a most unfair position before any industry committee 
and, second and more important, I doubt whether some industries 
will, even if they could afford to, post such a bond. They simply will 
await the decision of the committee before they engaged in any 
activity. 

That, I earnestly believe, will be the case in the tobacco industry, 
because I doubt whether the Puerto Rican processors of tobacco will 
strip or otherwise process it until they know what their labor costs 
will be. Moreover, I doubt whether the users of this tobacco would 
or could negotiate for its purchase until they know what it is going 
to cost them. 

The result, I suggest, will be that this tobacco will remain in the 
farmers’ sheds until the rate is determined, with those 6,000 women 
sec, out of employment in the interim. 

his can all be avoided if machinery is set up for determination 
of the minimal in hardship cases prior to the effective date of an 
Puerto Rican minimum. It will certainly make for a better transi- 
tion to any higher minimum and minimize somewhat the adverse 
effect of the automatic percentage formula. 

Despite the fact that we have made some suggestions for mitigatin 
the evils of an automatic percentage increase, we trust that you wi 
not construe our suggestions as an acceptance of the principle of the 
automatic percentage increase formula. 

We believe the formula is unwise, unnecessary, and unwarranted. 
Good and sufficient reason for its adoption has not been demonstrated 
to this committee. We believe that when Dr. Weiner has presented 
the statistical evidence, we will have demonstrated that the pressent 
flexible system of industry committee determination of minimum 
wages is best suited for Puerto Rico and has worked exceedingly well. 

Gentlemen, I sincerely trust that you will leave section 8 as it now 
stands. Until it is demonstrated that its revision is necessary, any 
change may prove harmful to the economy of Puerto Rico, with 8 
resultant adverse effect upon our overall national economy. 

Some of you gentlemen may desire to ask me some questions, and 
I was wondering, Mr. Chairman, whether it might not be preferable 
to defer such interrogation until after Dr. Weiner’s economic pres 
entation, so you will have the complete picture before you. 

I want to thank you. 

Mr. Lanprum. You may proceed. 

Mr. Wernrr. My name is Clarence M. Weiner. I am the economist 
of the Cigar Manufacturers Association. 

I placed before you a set of exhibits, largely in the form of graphs, 
in the expectation that one picture is worth a thousand words, and 
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with a half-dozen pictures of the situation in Puerto Rico I can very 

briefly explain what has happened, how the present system has op- 

erated, and give you an idea of what might happen if an automatic 
rcentage increase were to be adopted. 

All of the exhibits that I have prepared are based on government 
sources, primarily those of the Commonwealth of Puerto Rico, and 
largely contained in the testimony that the Secretary of Labor of the 
Commonwealth, Mr. Sierra Berdecia, presented to this committee 2 
weeks ago. 

The first exhibit shows the increases in minimum wages which have 
occurred under the Fair Labor Standards Act in Puerto Rico since 
September 1955, and it shows it in terms of cents per hour. 

Mr. Werner. The left-hand panel shows the number of industries 
that have been affected by these wage increases, and the right-hand 
panel, the solid black bars, show the number of workers involved. 

The bottom line figures in both charts show that there were 95 
industries and industry subdivisions that were reviewed and had rate 
increases during this period, On the right-hand bottom line you 
see that 78,400 workers were employed at the end of 1959. 

It also shows the number of workers who received increases of 
varying amounts during this period. 

Looking at the figures on the left-hand side for the number of 
industries, you notice that there were very few that received small 
increases. You see the three industries where the increases were 1 to 
5 cents, and industries that got between 6 and 10 cents each. 

Less than 10 percent of the industries during this period received 
wage increases amounting to 10 cents or less. Over 90 percent of the 
industries received increases of 11 cents or more. Over 80 percent of 
them 

Mr. Dent. At that point I would like to ask a question. What were 
the starting levels of these wages in the various brackets where the 
increases were given? What was the starting wage where the 1- and 
5-cent increases were given? What are they for the others? 

In other words, if you gave less than a 10-cent-an-hour increase and 
the starting wage was only 10 cents an hour, that would be a 100-per- 
cent increase. What were the starting wages and what did they end 
up with at the end of giving the 46-cent-per-hour increase in six in- 
dustries? What was it before and what was it afterward? 

Mr. Werner. I think that is a good question and it is important. 
You will find that I have covered that in the exhibit which follows. 

In the second exhibit, for example, the increases are given in terms 
of percentages, and in a subsequent exhibit you see what they end up 
with as of today, oras of the end of 1959. 

Mr. Dent. Yes; but it does not cover one point. On your second 
exhibit there is no relationship between your second exhibit and 
your first exhibit insofar as the percentage increase shows which ones 
got the percentage. 

In other words, the increase of the 13 industries from 31 cents to 35 
cents; would that be an increase of 90 percent or would that be an in- 
crease of 70 percent over the original ? 

Mr. Werner. Mr. Dent, the information, industry by industry, was 
presented to this committee 2 weeks ago by the Secretary of Liber, 
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and in his table 8 there is a very lengthy tabulation of each industry 
and each industry subdivision, showing from what the rate was in 
cents per hour to what it is today. 

Mr. Dent. That is right, but I do not see it in these that you 
present. 

Mr. Werner. In here I have shown it only for the tobacco indus- 
try and its five subdivisions. 

r. Dent. Do I understand this is just reflective of the tobacco in- 
dustry ¢ 

vz Werner. No, sir. The first four exhibits—and I will clarify 
it as I go along—most of the exhibits do relate to the entire island of 
Puerto Rico. 

Mr. Dent. Excuse me. 

Mr. Werner. If there are any questions, I will welcome them. I 
have tried to present the figures for the whole island of Puerto Rico 
insofar as they could be summarized, and I have presented the figures 
for the tobacco industry in our exhibit 5 and one unnumbered ex- 
hibit: a table, in somewhat more detail, specifically by industry sub- 
divisions. 

Continuing with exhibit No. 1, which deals with all of the indus- 
tries in Puerto Rico, you will notice that as you go up the scale of 
wage increases there are larger and larger numbers and percen 
of industries that received substantial wage increases, so that the peak, 
for example, is 22 percent of the industries received wage increases 
of 21 to 25 cents each, and so on. 

There is quite a spread with most of the substantial wage increases 
in the lower end so that more industries were affected than those that 
got very small increases. 

When you look at the figures on the right-hand side in terms of 
number of workers involved this is more clear, because 34,000 of the 
workers, 44 percent, received wage increases of 21 to 25 cents duri 
the period since 1955 when the $1 minimum legislation was passed. 

The $1 minimum became effective in March 1956. Almost 80 per- 
cent, 79 percent, of the workers received increases of over 20 cents 
an hour during this period. 

Mr. Denvr. Are the total employees covered by this graph 78,400! 

Mr. Werner. Those are the total employees, production workers, in 
the industry covered by the Federal Fair Labor Standards Act, yes. 

Mr. Denr. Out of a total employment of approximately 513,000? 

Mr. Werner. That is correct. 

Mr. Denr. In other words, there are approximately 425,000 or 
437,000 who are not covered by minimum wage standards? 

Mr. Werner. No, sir; who are covered by the insular minimum wage 
law. 

You will recall that the Secretary of Labor of Puerto Rico testified 
that they have—— 

Mr. Dent. But it was not near the standard set by our minimum 
wage law. 

Mr. Werner. Well, in most manufacturing industries it is the same 
as the Federal standards, and in some it is higher, because there have 
been reviews subsequent to the Federal reviews. 

This is true, for example, in the tobacco industry. The minimum 
wage set by the island of Puerto Rico today in two of the five subdivi- 
sions of the tobacco industry is higher than the last Federal rate. 
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I will come to that when I come to our exhibit on the tobacco in- 
dustry. 

Mr. Dent. If that is higher, why would this increase affect you? 

Mr. WetNer. Because what we are subject to is the higher of either 
the ee or the State minimum, the State meaning the Common- 
wealth. 

Let me summarize it, sir, if I may: The Federal act applies only to 
industries engaged in interstate commerce. The Commonwealth min- 
imum wage law and its hearings apply to many industries, including 
agricultural work. 

When you say the figure of 78,400, it simply refers to the workers 
affected by the Federal Minimum Wage Act, and it is all of them in 
all of the industries as of December 1959. 

The conclusion that I think has to be drawn from the first exhibit, 
which simply summarizes the cents per hour increases of the Federal 
committees, is, in the first place, that they have reviewed, industry by 
industry, the economic circumstances in the industry, and they have 
increased the wage rates as hig as they could, up to the dollar mini- 
mum, as rhe ome as they could, without curtailing employment, and 
without giving Puerto Rico an unfair competitive advantage. 

There has been discrimination, there has been care exercised, and the 
result of this is that 79 percent of the workers did get increases of over 
20 cents an hour during this period. 

Now, turn to exhibit 2. 

Mr. Werner. The same information is shown here for the same 
period and for the same 78,400 workers, all of whom are covered, in 
percentage terms instead of in cents per hour. 

You will note that only 4 percent of the industry employing 8.3 
percent of the workers received increases of less than 20 percent dur- 
ing this period. 

In other words, 96 percent of the industries were subjected to 20 
percent or more in minimum rate increases, and 2 percent of the work- 
ers received increases of 20 percent or more. 

The most substantial increases, in terms of workers, occurred in 
the range of 30 to 40 percent in the increased minimums, 

Exhibits 1 and 2, 1 showing the increase in rates per hour and exhibit 
2 in percentages, both show that the present committee setup of re- 
view, industry by industry, works exceedingly well because it has 
afforded substantial wage increases to the workers in those two indus- 
tries which could grant the increases, and they have been more modest 
in those industries where, to grant a larger increase, would create the 
danger of unemployment. 

Now turn to exhibit 3, please. 

Mr. Werner. Exhibits 2 and 1, incidentally, covered 4 years and 
Were in a sense a time exposure of what happened over the 4 years. 

Exhibit 3 is a photograph of the picture in terms of wage rate 
minimums as it existed at the end of 1959. 

Again, it is both in terms of number of industries and number of 
workers on the right-hand side of the chart. 

Mr. Hiesranp. Is the tobacco industry included in this exhibit ? 


adeabh & QutOGQE Et & 








446 


Mr. Werner. Yes. It is one of the—I am sorry, the 5 subdi- 
visions among the 95 industries and industry subdivisions, it is one of 
the 5. 

In all of the industries subject to the Fair Labor Standards Act, 
almost 42 percent of the workers are now at the $1 minimum, 41,7 
percent. 

Another 9 percent are making between 90 and 99 cents, at least, 
These are minimum rates and not the actual earnings. 

In some of the industries in Puerto Rico, the minimum is somewhat 
below the average and, of course, there are many who make more than 
the average. 

Taking the first two lines, those at the 90 and 99 cents and those at 
a dollar or more an hour, over half, 51 percent, of the workers are in 
those two groups. 

If you drop down to the last three groups, those making 60 to 69, 
50 to 59, and less than 50 cents an hour in terms of the workers, there 
are only 23.3 percent that are making less than 70 cents an hour. 

Every one of the workers in those industries are subject to an annual 
review. 

As I indicated, the Federal review is biennial, but the Common- 
wealth of Puerto Rico also holds reviews, and in the intervening years 
every one of these industries is subject to review. 

As a matter of fact, the review held last November by the Com- 
monwealth in the tobacco industry resulted in wage increases in both 
two subdivisions of the five subdivisions in the tobacco industry. 

Those three exhibits are based on the figures presented 2 weeks ago 
by the Secretary of Labor. 

At that time there were a number of questions raised, as I recall, 
by Congressman Roosevelt, on the cost of living and the relationshi 
between the cost of living in the Commonwealth and on the mainlan 
and the effects that these might have had on wages there. 

What I have done in exhibit 4 is to take the figures of the U.S. 
Bureau of Labor Statistics and the Commonwealth bureau of labor 
statistics and show the rate of change in average gross hourly earnings 

We are speaking here of averages, not minimum, of production 
workers in manufacturing, both in Puerto Rico and on the US. 
mainland. 
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Average gross hourly Index of average gross Index of average gross 
earnings hourly earnings hourly earnings 
Year 
United States} Puerto Rico |United States} Puerto Rico |United States} Puerto Rico 
Current Current 1958 1955 

dollars dollars dollars dollars 
a taet tre tacntsetiendiiton’ $1. 88 $0. 561 100.0 100.0 100.0 100.0 
| SRE See ee 1. 98 . 639 105.3 113.9 103. 7 112.5 
EE 2.07 . 757 110.1 134.9 104.9 128.1 
al — ph RE 2.13 . 826 113.3 147.2 105.0 136.4 
Se ae 2. 22 . 865 118.1 154.2 108. 5 139.5 

















So ‘ree- Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor Statistics; U.S. Depart 
ment of Labor, Bureau of Labor Statistics. 


Mr. Werner. The upper panel of the two charts shows this with 
1955 as a base of 100 in terms of current dollars and the lower part 
of the chart shows it in what you might call real purchasing power, 
or 1955 dollars. 
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You can see that on the U.S. mainland the increase has been at a 
rate which brought it in the 5-year interval to about 18 percent above 
1955. 

On an index number basis, it was 118.1 for the United States and 
then it was 154.2 for Puerto Rico. 

In other words, 54 percent has been the average increase of gross 
hourly earnings in Puerto Rico as compared with 18 percent on the 
mainland. 

If you adjust it for the changes in the cost of living, which have 
occurred in both places, the increase on the mainland was 108.5 or 
814 percent, and on the island of Puerto Rico the increase was 39.5 

reent. 

P The increase in Puerto Rico has been three times as rapid as on 
the mainland. 

I think these figures—— 

Mr. Lanprum. Is that really a true way to look at the difference? 
I can understand the increases in Puerto Rico may be three times 
what they have been in the mainland, but what about the relationship 
between the standards, in talking about the cost of living, between 
the relationship of cost of living in Puerto Rico when they started 
and what it was in the United States? 

Are you equating with that? 

Mr. Werner. No, sir; I am not attempting to equate it. I am at- 
tempting to show this in terms of real and dollar earnings. In terms 
of real earnings there has been a very substantial increase in rate in 
Puerto Rico, as well as in dollar earnings. 

I know that there is a difference between the cost of living in Puerto 
Rico and the cost of living on the mainland. 

The difficulty is that the market baskets that you are measuring are 
ate different, just as a market basket is different from one in New 

rleans. 

Similarly, the difference is much greater between the mainland and 
the island of Puerto Rico. 

What the bureau of labor statistics of this Commonwealth has done, 
and also the Bureau of Labor Statistics of the Federal Government, 
has been to determine what these average market baskets are that 
wage earners in both places have, and they then attempt to measure 
the cost of that market basket. 

This is what we term the “Consumer Price Index.” 

The Department of Labor in its report to the Congress on the opera- 
tions of the Fair Labor Standards Act, report No. 3(d), has a couple 
of charts dealing with that. 

Mr. Dent. Does it tell what is in the market baskets ? 

Mr. Werner. This particular one does not. 

Mr. Dent. It is confined pretty well to what is considered the stand- 
ard market basket down there as compared to ours. They do not 
have refrigerators, ironers, or so forth in their basket as compared to 
ours. 

Mr.Werner. That is right. 

It also does not require gas or coal heating in Puerto Rico, as it 
would in Boston, and the differences in clothing. 

I don’t know how you can measure two somewhat different things 
and make them equal except on an index number base and say that 
this market basket will cost so much over a period of time having gone 
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up so much, and this market basket will cost so much and it, too, has 
ne up. 

What this chart from the Labor Department report shows is that 
the index in Puerto Rico has substantially followed that the U.S. 
index on an index number basis, but that it is at a lower rate, which 
means that it has gone up. 

Mr. Lanprum. I would like to ask just one question about your 
amendments. 

Assume that the Wage Hour Act is amended and the minimum wage 
increase, what would be wrong with just ignoring your recommenda- 
tion A and rewriting C? 

Why do you want 6 months on the mainland? Why would it not be 
just as well to take care of it by saying that the effective date should be 
1 year from the effective date of the last wage order applicable to 
Puerto Rico or the Virgin Islands, rather than having us feel we 
might be gumming up the works in Puerto Rico if we provided an 
earlier effective date than 6 months? 

Mr. Srncer. I think the answer to that is this, Mr. Chairman : Under 
the present law, provision is made for biennial review, with the result 
that while, as Dr. Weiner has explained, in some cases there have been 
interim determinations by the Puerto Rican board, I appreciate that 
this committee in the writing of the law will be serurtiad only by Fed- 
eral wage determinations. 

It so happens that in the tobacco industry, our last review was in 
1958, by a Federal committee. So if we want to come before an 
industry committee on a hardship case, assuming, as has been suggested 
here this morning, you have an early effective date from enactment, 
there will not elapse sufficient time between enactment and the effee- 
tive date of these new minimals in Puerto Rico to come before that 
committee and review those rates. 

Mr. Lanprum. You say 6 months is the least time that you could 
do that? 

Mr. Srncer. I would think, as I said in my main argument, that 
the Secretary of Labor certainly is better qualified than I to answer 
that. I know that he has taken, in scheduling these committees—and, 
remember, as was indicated in my report, there were some 99 w 
Copenenesions, and these committees function one right after the 
other. 

They have just so much manpower available at the administrator’s 
office in Puerto Rico. It would just be difficult. 

Mr. Lanprum. If you will excuse me for a moment, counsel tells us 
that we are sought in another place shortly. I wonder if we could 
let the doctor put the balance of his material into the record and any 
additional summary statement you might want to submit. 

We will be compelled to recess very shortly. Could we do that? 

Mr. Srncer. Certainly. 

Mr. Lanprum. With that, the committee will be adjourned until 
9:30 on Wednesday. 

Mr. Srneer. Could I submit a supplemental statement ? 

Mr. Lanprum. Certainly, that was the provision. Your supple- 
mental statement will be submitted, with any additional statistics 
the doctor wants to submit. 

The material referred to follows :) 
Exhibits 1-4 in committee files.) 
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of a Special Industry Committee, to investigate conditions in that industry. The 
Secretary of Labor shall, unless the petition shows no reasonable basis in sup- 
port of its allegations, promptly appoint a Special Industry Committee pursuant 
to section 5 of the act. Such Special Industry Committee shall determine the 
minimum wage which the industry can pay consistent with the criteria set forth 
in section 8 of the Fair Labor Standards Act, but not in excess of the percentage 
increase provided for in (6) above. Pending determination by such industry 
committee, the existing minimum wage affecting such industry shall continue in 
effect until the effective date of the recommended increase, if any, by such in- 
dustry committee. Any industry which does not petition as aforesaid shall be 
deemed to have acquiesced in such automatic percentage increase in the mini- 
mum wage affecting such industry. 

(e) The provisions now contained in the act for the appointment biennially of 
industry committees in Puerto Rico and the Virgin Islands and the criteria to 
be employed in determining minimum wages by such industry committees shall 
continue in effect. The appointment of a Special Industry Committee pursuant 
hereto or acquiescence in the automatic percentage increase provided for above 
shall be deemed compliance with the requirement of biennial review by industry 
committees pursuant to and as provided for in subsection (@) of section 8 of the 
act. 

(f) If the amendments to the Fair Labor Standards Act now under considera- 
tion provide for two successive increases in the minimum, then the requirements 
of the Secretary of Labor to appoint special industry committees upon petition 
as aforesaid, shall be applicable in the 6-month period prior to the effective date 
of the second increase in the minimum. 
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Summary of minimum wage rates applicable to the tobacco industry in Puerto 
Rico, 1942-60 





























{In cents] 
Machine threshing 
Filler Wrapper | Cigar man- 
Committee number and effective dates tobacco tobacco | ufacturing 
processing Other Machine | processing 
operations | operations 
No. 
Ph th SU, ccenvansecddapeedessathionas 20.0 , kf SR Mee 25.0 
Jan. 25, RRR Sees Pets oe 20.0 BIO fond we ctns= edbbbubaniaddiecdeeessede 
Minimum Wage oh of Puerto Rico, 
mandatory decree No. 1 
ee Seer ee roe ee 22. 5 ee a 
DES, oes Seg xoodawogabvictesce 24.0 Nh Sentinal ADM 5 ide BE 2 
. EE a eee 25.0 BO Lo ncccccsocneladenenuntiiasinseowmsbeoues 
No. 3: 
NR, ds os cnet cennminseshenine 27.0 27.0 | ee [eae ae 
BE Te Ne oo ove ben cndn ge dedi pip b-watpsntacce eb ddatphopanistecteedahsaatninetode 30.0 
2, ee, BE nasa: catheursnerssansdelseneaendbhees iiinsess cnenh henmaorenmunmesmemminteed 30.0 
No. 9: Disapproved by Administrator 

(hearings November 1950, March 1951)... (35. 0) (35. 0) CRE iio ccaccngnsidtcesocskeen 
OG. 11s BUND Bs Mice hints dw onan gnodegdedea 31.0 31. 36. 31.0 36 
No. 17-D: 

SR ann ccsndndnacaenneqpubdbanepcdnitadetiina ehbeades ti tboniaie ehebiataiabuiunl 50.0 
Ree BR. hdc eda behas~-sae be 35.0 35.0 50.0 GB. @ haciewensnsone 
Puerto Rico Minimum Wage Act No. 96: 

NK AEE SR aS eee 2 35.0 35.0 50.0 50.0 50 
SN AS |) cr eae 36.0 36.0 75.0 65.0 65.0 
No. 34-A: Dec. 8, 1957 Siactinaeniebinsaepaesl 36. 60.0 80.0 70.0 75.0 
No. 42-A: Dee. 18, ee ee 36.0 68.0 86.0 72.0 85.0 
Puerto Rico Minimum Wage Board man- 

datory decree No. 69: Feb. 18, 1960...--.-- 37.0 ee ee ee ee Lane 





Source: Commonwealth of Puerto Rico, Minimum Wage Board, ‘“The Tobacco Industry in Its Industrial 
Phase for Interstate Commerce,” October 1959, and mandatory decree No. 69. 


Mr. Lanprum. We will recess until Wednesday, at 9: 30. 


(Thereupon, at 12:45 


convene at 9:30 a.m., We nesday, April 13, 1960.) 


.m., the subcommittee was recessed, to re- 
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ExuHisit 6.—UNEMPLOYMENT AS PERCENT OF CIVILIAN LaxBor Force, U.S. 
MAINLAND AND PvuERTO Rico, 1950-59 
1950-1959 


Percent of Labor Force Percent of Labor Force 
18 





16. 2% 
16 b= Puerto Rico 1% 
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Source: Commonwealth of Puerto Rico, Bureau of Labor Statistics; U.S. Department of Labor, Bureau of 
Lobor Statistics. 


SUGGESTED PROVISIONS OF AMENDMENTS TO THE Farr LAsor STANDARDS ACT 
RELATING TO PuEeRTO Rico—Ir ANy AMENDMENTS ARE ADOPTED 


(a) The effective date of any increase in minimum wages in continental 
United States and Puerto Rico and the Virgin Islands shall be at least 6 months 
after enactment of the act. 

(b) Minimum wages in Puerto Rico and the Virgin Islands shall be automati- 
eally increased by the same number of percentage points as shall be equal to the 
increase in the minimum wage in continental United States, as provided in para- 
graph (1) of subsection (a) of section 6 of the Fair Labor Standards Act of 
1938, as amended. 

(c) Notwithstanding paragraph (a) above, the effective date of the percentage 
increase in the minimum for any industry in Puerto Rico and the Virgin Islands 
whose last wage order was effective less than 1 year prior to the effective date 
of the new wage minimum in continental United States, shall be 1 year from 
the effective date of the last wage order applicable to such Puerto Rican or 
Virgin Islands industry. 

(ad) Any industry in Puerto Rico or the Virgin Islands asserting that the 
automatic percentage increase provided for in (b) above will produce hardship 
in its operations, or will substantially curtail employment or employment oppor- 
tunities in such industry, may petition the Secretary of Labor of the United 
States, no later than 60 days following enactment of the act, for the appointment 
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WEDNESDAY, APRIL 13, 1960 


House or REPRESENTATIVES, 
SvuBcoMMITTEE ON Lasor STANDARDS 
OF THE COMMITTEE ON EpucaTION AND LaBor, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 9:50 a.m., in room 
429, House Office Building, Hon. Phil M. Landrum (chairman of the 
subcommittee) presiding. 

Present: Representatives Landrum, Roosevelt, Dent, Ayres, and 
Hiestand. 

Also present: L. K. Alderman, Jr., chief clerk, and W. Wilson 
Young, subcommittee counsel. 

Mr. Lanprum. The committee will come to order. 

This morning we are privileged to have the Honorable Frederick H. 
Mueller, Secretary of Noes with us. We understand from his 
statement he is going to bring us his views on H.R. 4488 and other 
legislation designed to increase the wage minimum ard extend the 
coverage. 

Mr. Mueller, we are very happy to have you before the committee 
this morning. I express to you my own satisfaction for your ac- 
ceptance of my invitation to come up and give us the views of your 
department. 

j With that, you may proceed with your statement in any way you 
esire. 


STATEMENT OF FREDERICK H. MUELLER, SECRETARY OF COM- 
MERCE, ACCOMPANIED BY ROBERT J. DODDS, GENERAL COUNSEL, 
DEPARTMENT OF COMMERCE 


Secretary Murtier. Mr. Chairman and members of the committee, 
I am glad to have this opportunity, at the invitation of the com- 
mittee, to express the views of the Department of Commerce on pend- 
ing proposals to increase the minimum wage under the Fair Labor 
Standards Act and to expand the coverage of that act. 

I propose to direct my remarks to the features embodied in two 
of the numerous bills which deal with this subject. I refer to H.R. 
4488—the Roosevelt bill—and H.R. 7490—the Frelinghuysen bill. 

First, let me review briefly the present state of our economy. 

The American economy is bi som, at a peak level at the present 
time. Our gross national product for this year, judging by such re- 
ports as we now have for the first quarter, is headed to a new high 
exceeding last year’s $480 billion figure. 
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This recent upsurge is being achieved, I am happy to say, with 
little, if any, increase in the general price level. This balanced growth 
can be sustained if we follow proper policies to that end. 

On the other hand, this balance is a precarious one at best. The 
battle against inflation has not been won. 

The President, in his recent state of the Union message, made this 
abundantly clear. He said: 

We must fight inflation as we would a fire that imperils our home. Only by 
so doing can be prevent it from destroying our salaries, savings, pensions, and 
insurance, and from gnawing away the very roots of a free, healthy economy and 
the Nation’s security. 

Let me express at this point my conviction that all American wage 
earners are entitled to work toward the achievement of their maximum 
income potential. 

But at the same time I consider it unwise to legislate an economic 
advantage which would be more than offset by economic factors ex- 
erting a negative influence and brought into play by that legislation 
which, in the final analysis, proves to be only temporarily beneficial. 

Whenever forcing economic changes by legislative action, public 
duty requires each of us always to keep in mind the paramount ‘inter- 
est of the entire public. 

Is it proper to use Government power in raising the price of a 
product or service that increases the cost of living which everyone 
must pay ? , 

Is is just to give one segment of labor an advantage which, through 
resulting higher prices increases the consumers’ financial burdens, 
including those of the recipients of the advantage? 

Is it fair to the worker to give him a raise unsupported by specific 
productivity which eventually might destroy his job or another's 
job because the new increased price of the product or service brings 
fewer sales and hence requires fewer production jobs? 

What will be the ilationnen impact on the national economy 
whose strength and growth is essential for the support of nation 
defense ? 

These are questions which cannot be ignored. For the rights of all 
the people must be taken into consideration whenever special advan- 
tages, even a desirable advantage, to the few is proposed. 

H.R. 4488 would raise from $1 to $1.25 the minimum hourly wa 
for some 24 million workers currently under the Fair Labor Stand- 
ards Act. 

In addition, it would establish $1.25 as the enforced minimum for 
an estimated 7.8 million workers not presently covered. Some 7 mil- 
lion workers would receive actual wage increases totaling some $3 
billion annually, to which must be added whatever additional compen- 
sation would result from proposed extension of the overtime pro- 
Visions. 

I feel that an increase of this magnitude must be viewed as offering 
greater harm and risk to the stability and welfare of the American 
economy than should be contemplated at this time. 

This $3 billion-plus increase in earnings represents a corresponding 
increase in labor cost to industry. Unless accompanied by a com- 
parable increase in productivity, which seems most unlikely over any 
short run, this added labor cost cannot fail to add drastically and 
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immediately to the already severe and mounting pressures for price 
increases. ; 

The great proportion of those employees now receiving less than the 
proposed $1.25 per hour and those proposed to be covered are in the 
service industries where it is almost impossible to improve pro- 
ductivity. 

As a consequence, an increase of the minimum coverage contem- 
plated would tend to curtail employment opportunities and cause lay- 
offs in those industries, particularly in rural and small communities. 

The direct impetus to rising prices which I have just described by 
no means measures the full inflationary impact of the proposals con- 
tained in H.R. 4488. 

Also to be considered are further inflationary pressures growing 
out of the proposed establishment of $1.25 per hour as a new floor 
in the wage structures of those industries Sane the 31.8 million 
workers under the expanded coverage proposed. 

The figure of $1.25 becomes in effect a new, Government-endorsed 
starting point from which to reckon new bargaining demands of labor 
for higher wages generally. 

In particular, the obliteration of existing wage differentials brought 
about by fixing a higher minimum, $1.25 would necessarily give rise 
to very real and substantial pressures looking to the restoration of 
such differentials. 

In 1956 when the minimum was increased from 75 cents to $1 per 
hour, the occasion was immediately sized upon as a lever to force dit. 
ferential increases at all levels of wages. 

In short, the inflationary and unsettling effects of an increase to 
$1.25, particularly on the broadened scale proposed in H.R. 4488, 
would be manifested immediately both in the direction of price in- 
creases and in the direction of increased pressures for further wage 
increases. 

As a consequence, the wage earner’s purchasing power is not in- 
creased and can even be diminished. 

The proponents of the raise to $1.25 should realize the self-defeat- 
ing aspect of what they propose. Thinking in terms of the very 
people they aim to help, the inflationary forces set in motion by a 
raise to $1.25 at this time could very quickly raise the cost of living 
so perceptibly as to rob them of any real benefit therefrom. Not 
only would they fail to gain, but the American public generally would 
suffer. 

In other words, the negative factors involved in raising the mini- 
mum would react to the disadvantage of the same worker we are at- 
tempting to benefit. 

I would remind the committee that the minimum wage is a floor, 
not a ceiling, and that in a free society the workingman can, and 
does, bargain with his employer for wages in excess of the statutory 
minimum, 

In a normally healthy economy wages will always evolve to natural 
levels in messin Ei with the recognized law of supply and demand. 

I turn now to another aspect in which the changes proposed in H.R. 
4488 need to be examined. 

As pointed out by the President, both in his state of the Union 
message and his Economic Report, there is cause for concern in the 
present deficit state of our international balance of payments. 
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In 1959, this imbalance of payments approached $4 billion. 

As stated by the President, the road to solution lies in promoting a 
rising volume of exports, which, in recent years, have not kept pace 
with our foreign payments. 

One explanation often given for this lag in exports is that we are 
pricing ourselves out of foreign markets and that the difference be- 
tween foreign labor costs and our own lies at the heart of our export 
difficulties. Those industries which have traditionally paid w 
lower than the national average account for a very significant portion 
of our exports, notably our textile industry where exports run in the 
neighborhood of $400 million a year. 

0 increase the minimum wage to $1.25 at this time would place our 
exports at further disadvantage in world markets. This, I submit, 
is a move in the wrong direction. It would tend to add to our balance- 
of-payment difficulties. 

o those who seek relief from imports, and this includes many in the 
ranks of the proponents of this bill, what will be the effect of adding 
further to the disparity between foreign labor costs and our own? 

I am seriously opposed to those features of H.R. 4488 which are de- 
signed to extend the coverage of the Fair Labor Standards Act. These 
would expand the reach of Federal regulation to encompass en masse & 
multitude of firms whose business activities have thus far been re- 

arded as more properly falling within the responsibilities and au- 
thority of the States and localities. 

Where a business is essentially local in character, it would seem that 
that business and the working conditions of its employees should re- 
main under regulation by local authority in the light of conditions pre- 
vailing in that area. 

Now, however, it is proposed to remove such firms from State and 
local authority and subject them to federally imposed wage and hour 
regulations. Exemption would be seeordad solely on the accident of 
size—gross volume of sales or services—and without inquiry or concern 
as to whether, in fact, the activities engaged in by them bear any real 
or significant relationship to interstate commerce. 

Let me illustrate: 

Under H.R. 4488 an employer becomes subject to the act if he is 
engaged in any “activity affecting commerce.” 

e becomes subject if any part of his business activities, however 
slight or incidental, or isolated, can be regarded as being in interstate 
or foreign commerce. 

Likewise, he becomes subject if any activity in which he engages, 
even though not engaged in by him on an interstate basis, is, never- 
theless, an activity which somewhere in the United States is e 
in on an interstate or foreign basis and with which he might be deemed 
to compete. 

It is difficult to conceive of a firm whose activities are so localized 
and so unique that, barring size alone, it would not be caught within 
this dragnet. 

The size criteria provided in H.R. 4488 are evidently aimed to 
afford some assurance to small business generally that it is to be 
spared the heavy burden of Federal regulation in this area. 

What business firm could expect to escape for long the inevitable 
pressures to match the increased wages enforced on his larger com- 


MINIMUM WAGE-HOUR LEGISLATION 











ae 
1V] 


law 
lan 


cur 

h 
or 
whe 
was 
tha 


wan 
did 
cert 
any 

Q 


cals 








r_! a a a 


Oe Sa ae 


—-—s 


—_ 


is 


or 


re eer 


0 
e 


le 
1- 











MINIMUM WAGE-HOUR LEGISLATION 457 


petitors? For the most part, the small businessman is in a far less 


favorable position to meet these pressures. ; 

Turning now to H.R. 7490, this would extend minimum wage cover- 
age to apply to an additional 214 million workers of whom it is esti- 
mated some 400,000 are now receiving less than the $1 minimum. 

I regard this as a step which does not present the risks to the 
economy which I have described earlier, and would be confined in its 
application to areas grins, Tog crag and substantial relationship 
to interstate commerce as that term is generally understood in the 
American community. 

Thank you. 

Mr. Lanprum. Thank you, Mr. Secretary. I am sure that mem- 
bers of this committee desire to interrogate you. 

I have some questions here which you partially answered. I will 
defer until the other members of the committee have had a chance. 

I will recognize Mr. Roosevelt, first. 

Mr. Roosrverr. Mr. Secretary, let me say I am not surprised by 
the views that you have expressed. Do they represent the views of 
the administration ? 

Secretary Murtier. I would say in general, yes. 

Mr. Roosevetr. On page 2 of your statement you make the state- 
ment that these benefits which would accrue would prove to be only 
temporarily beneficial. 

Would you say in looking back over the history of minimum wages 
from their inception a little over 20 years ago that these have proved 
to be only temporarily beneficial to those who have received them. 

Secretary Murtier. I think I can understand what you are getting 
at, Mr. Congressman. There has been a greater rise in wages over the 

riod which you have indicated than there has been in the cost of 
iving in the same period. 

Now, whether that can be attributed to the fact that a minimum 
wage was established in 1936 or whether general economic factors have 
not brought about that same thing, I happen to be of the school of 
thought that believes that this was not a necessary legislative pro- 
cedure, federally speaking, even at that time, but I recognize it is the 
hg the land and that we endeavor to comply with the law of the 

and. 

But I believe that the same economic increase in wages would have 
occurred because of several factors—mainly the war—that have oc- 
curred, and it is not due to the Fair Labor Standards Act. 

Mr. Roosrevett. However, the additional rise in the minimum wage 
or the establishment of the minimum wage at 25 cents.at the time 
when the general manufacturing wage was approximately 63 cents, 
was a far greater, seemingly a far greater, impost upon wage levels 
than is being proposed here, as was the succeeding one. 

Yet in your own words you do admit that the economy went for- 
ward in spite of these terrible things that you raised here, that they 
did not take place before as you pointed out, you say, because of 
certain other factors, but oy y by themselves they did not produce 
any great calamities, did they # 

ecretary Murtier. No; I will say they did not create any great 
calamities, but I will submit they did not solve the problem of un- 
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employment because in 1939, 3 years after the act was passed, we still 
had a very high rate of unemployment in this country. 

Mr, Roosrvett. That is completely true. 

In other words, if we had not had this and as time has gone on and 
we have continued to raise the unemployment has gone down; has it 
not ? 

Secretary Murtter. Yes; unemployment has gone down, but again, 
that may have been due, undoubtedly in my opinion, to a lot of fac- 
tors besides this. 

Mr. Roosevetr. We come back to the same point, then, the very 
thing you are afraid of has not happened at these other times, by your 
own admission. 

Secretary Muetier. Wait a minute. I don’t believe I have ad- 
mitted that. I have submitted and in my testimony I say this, that 
what does it benefit an individual worker or group of workers to get 
an increase and have it immediately absorbed by an increase in prices! 

Mr. Roosevetr. I don’t think you can substantiate, Mr. Secretary. 
I would like to see the figures. 

In your own statement a few minutes ago you said that prices had 
not gone up at the same rate that wages had gone up and, they .cer- 
tainly did not go up in percentage to what the minimum wage gave 
to the individuals concerned. 

Secretary Murtier. No; but an increase at this time will force an 
increase in prices. That I believe you will admit. 

Mr. Roosevett. No, Mr. Secretary, because the facts show that it 
has not done that in the past. 

Mr. Lanprum. Mr. Roosevelt, will you yield ? 

Mr. Roosevetr. Of course. 

Mr. Lanprum. I believe it was Monday that we had before the 
committee a gentleman by the name of Murphy, from Chattanooga, 
Tenn., president of a knitting mill there. He stated that the increase 
in minimum wage from one dollar to a dollar and a quarter—he was 
favoring the provisions of 4488, and that the increase in minimum 
wage from one dollar toa dollar and a quarter would increase his wage 
cost 114 to 114 percent over what it now is, 

I asked him the specific question, if he expected to absorb that 14 
to 114 percent additional cost in his present profits and he said cer- 
tainly not ; he expected to pass it on to the consumer. 

Mr. Roosrevetr. You are right. He also said in answer to a ques 
tion I asked him, “Do you think you can get away with it?” He 
said, “Not necessarily.” 

As a matter of fact, the industry which was represented at the same 
hearing showed that. the prices of the goods in that industry were 
actually less today than they were 20 years ago. 

That would seem to me to be a pretty good answer to the question 
that you propounded, Mr. Chairman, because where there was com 
tition it was aynagy shown that it—and it has been clearly shown by 
statistics given to this committee by the Department of Labor—— 

Mr. Lanproum. He also asked us, if you will yield further 

Mr. Roosrvettr. May I finish my sentence ? 

Mr. Lanprum. Yes. 

Mr. Roosrevert. That the general price level is not significantly 
affected by minimum wages and that the benefit to those receiving the 
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increase in minimum wages is far greater than any price level in- 
crease. Now these are statistics. 

Now if you have statistics that will offset these, Mr. Secretary, 
I think the committee should certainly examine them. I would like 
to see them. I would ask that you submit them, if such exist. 

Secretary Murtzer. In 1956 the raise from 75 cents to a dollar took 

lace, and the greatest inflationary pressures that we have had in the 
ast 8 years occurred in the years 1956 and 1957. 

Now I do not believe that there is anyone who can tie that neces- 
sarily together, but both of those statements are a fact. 

In 1956 and 1957 I believe that the increase in the cost of living 
index rose about 514 percent in those 2 years, whereas it has been 
on an average about 11% or less in the other years in the last 8 years. 

Now, the fact that we raised the minimum wage in 1956—and con- 
sidering only the increase in the minimum—lI do not believe this has 
an effect on the cost of living. 

But I submit, and I think that this is the one factor that we must 
recognize, that the minute you raise the minimum you automatically 
give a signal for increases in differentials all the way along the line. 

You raise this minimum wage 25 cents an hour now and I will 
submit that within a year every area all the way along, up to $3 an 
hour or even higher, will demand another 25 cents an hour. 

Mr. Roosgvetr. Mr. Secretary, that is just a statement which has 
been made over and over again. But when I have asked for proof 
of that statement from the Department of Labor, and I would ask 
it of you, I have never received the proof. 

Let me point out to you, that that is due to the help of the adminis- 
tration, the steel industry suggested in raising wages in the steel 
industry, which had no relationship and absolutely no effect what- 
soever with the minimum wage bill, and it widened the difference 
from those who got that increase from the people who were not 
getting any increase on the minimum level. 

Are we forever going to forget the pres who are getting below 
a minimum wage in this country and do nothing for them and onl 
for those people who have tremendous bargainin wer throug 
the help of their unions and in this instance the han of the Gov- 
ernment ? 

Mr. Ayres. Will the gentleman yield ? 

Mr. Roosevett. I would rather have the Secretary answer my 
question first. 

Secretary Mueuuier. I believe, Mr. Congressman, that I have just 
as much concern for the welfare of the lower echelon of the working 
population as anyone. I do not believe, however, that this is the 
way to get it, by legislation in this area. 

Now answering your question with reference to the administra- 
tion efforts with reference to the settlement of the steel strike, I be- 
lieve that anyone will admit that this was not Government pressure 
or administration pressure for settlement. 

It“*was administrative assistance to see that the two parties got 
together and made their own settlement. This was not an enforced 
— by the Government or the administration of the United 
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Mr. Rooseve.t. Well, I do not think this is the proper forum to 
debate that so I will not pursue that at this point. 

I yield to Mr. Ayers. 

Mr. Ayres. I just want to tell the gentleman from California that 
if you will check the record there, you left the implication that you 
were against the steelworkers getting the raise. 

Mr. seveLT. I am not against the steelworkers getting a raise, 
but I am against the fact that if we are going to go ahead, and I think 
properly, to adjust the wage levels for people in that category, we 
are not justified in forgetting the people who are not getting increases 
right down the line because they are not covered by the minimum wage 
law. 

I cannot express it any more simply than that. 

Mr. Hiestanp. Will you yield further? 

Mr. Roosevetr. Certainly. 

Mr. Hresranp. As I recall in the opening session of this Congress, 
the gentleman from California made quite a point in a special order 
before the House that the administration had nothing to do in settling 
that strike and that they were attempting to take the credit for it 
without having achieved it. Am I wrong in my quote? I believe I 
have the record downstairs. 

Mr. Roosevett. I think the gentleman is quite correct. But I have 
to say that I almost became convinced by the editorials of various pub- 
lications that my friend believes in and having seen the claim that this 
was attributed entirely to them, I thought perhaps that they would 
now like to do something for those who had not been helped up to this 

oint. 
r Mr. Hiestanp. The gentleman admits he was wrong, then ? 

Mr. Roosrvett. No; I do not admit I was vegered wrong. I am say- 
ing if we are going to help anybody at all, let us help those who need 
it. 

IT have just a couple of other questions. 

With respect to page 5, Mr. Secretary, does the record again show 
that any time the general wage level has been increased perceptibly 
at the time that a minimum wage went into effect, or shortly there- 
after? Certainly after the last one it did not, did it? 

Secretary Murtier. The general wage level go up? 

Mr. Roosevett. Yes. 

Secretary Mvuetier. Yes; I think it has been going up continuously. 

Mr. Roosevett. No. Did it at that time? 

In other words, the Secretary of Labor in his report to the Con- 
gress stated that it had had practically no effect on the wage levels 
of the industries that it affected. 

Are you doubting the Department of Labor statistics? 

Secretary Murtier. No, I would say this: as long as the Secretary 
of Labor is charged with the reaponaibility of determining and com- 
piling those statistics, maybe that question, if I may suggest, should 
be asked of him when he appears before you, because is has those 
figures. I do not. 

rf Roosrvett. You made the statement, though, on page 5, that 
it did. 

Secretary Mutter. I say, as a general thing in my opinion, yes. 

Mr. Roosrvetr. But you do not have any statistics? 
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Secretary Murtuer. I have no statistics to prove that, or to dis- 
prove it. I think as a general thing we have recognized that the 
wage level has gone up and up and up and up. 

Now whether it is as a result of the minimum wage at the specific 
time, but as I pointed out a little while ago, in my statement—not 
in the statement, but in my colloquy—in 1956 and 1957, at the time 
that the minimum wage was raised from 75 cents to a dollar, I be- 
lieve, from a general overall knowledge, that that did have a signi- 
ficant impact on raising wages more than they would have normally 
been raised if it had not been in effect. 

Mr. Dent. Will you yield ? 

Mr. Roosevett. I yield to Mr. Dent. 

Mr. Denr. Is it not true, Mr. Roosevelt, that the history of our 
wage levels in this country follows a pattern of — pulled - to 
the top wages that are set by the negotiations of the heavy produc- 
tion industries and never bounce from the floor up, but that they are 
pulled up by the top wages and do not bounce up from the low wages? 

The low wage scale stayed almost automatically the same in this 
country until the first minimum wage law was passed, and in be- 
tween the minimum wage laws, there have been no increases for those 
who have not been covered by the law. 

That is as true as we are sitting here and statistics will prove it, 
not my say-so. 

Why, then, are these people still under a dollar that were under a 
dollar when the dollar minimum was set? 

If it was a tendency to pull up from the minimum wage law, then 
those who are making 75 cents in the laundries would have been up to 
the dollar mark, but they stayed right where they were when we passed 
the 75 cent to a dollar and when the 75-cents law went into effect 
there was little change in many industries. 

That is a fact that the Department of Labor, I am sure, will sub- 
stantiate because I have read their reports. 

Secretary Muetier. Mr. Dent, if I may comment just on. that. 
Most of the, and I will call them substandard, wages that are paid 
are in the smaller communities, in the rural communities and small 
towns, and are not located in areas where there are large industries. 
_ Most large industries I believe, with one or two exceptions, are pay- 
ing more than the minimum to date. 

Mr. Dent. Then you would not oppose the extension of coverage 
to large industries? You would not say that communications is a 
small industry, would you? 

_ Secreta UELLER. No, I don’t think communications is a small 
industry, ‘but I oppose the whole philosophy. I don’t believe we 
should legislate in this area. 

Mr. Dent. That is entirely different. You do not agree, then, with 
your own Secretary of Labor and the Vice President of the United 
States because they agree that we ought to have some extension, ac- 
cording to the papers, of course—— 

Secretary Mueuuer. I say we have the law and I make the state- 
ment right now: I am a law-abiding citizen and administrator and 
I comply with the law, but you asked about philosophy and that is a 
different thing. 

Mr. Dent. This is not my turn. I will get at you when I can. 
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Mr. Roosevett. I have just two more brief questions, Mr. Secretary. 

You state on page 5 in the third paragraph, in a normally healthy 
economy wages will always evolve to natural levels in accordance 
with the recognized law of supply and demand. 

Secretary Murtter. Yes. 

Mr. Roosrvetr. I would not argue too much with that statement, 
sir, but we know that in many instances there are unhealthy spots in 
an economy and that there have been instances where there were the 
entire economy was unhealthy. 

In those instances, if you will remember, as I am sure you do, back 
in 1933 when the procedure finally had to be changed, but the basic 
effect was by legislation, by executive action of the Federal Govern- 
ment, we did change the wage policy of this country, did we not? 

Secretary Murtier. We did. 

Mr. Roosevettr. And we went ahead and it was needed and I think 
you will probably say “Yes,” because we had an unhealthy situation, 
would you not ? 

Secretary Muetier. Yes. 

Mr. Roosrvett. Now if that was true on a broad basis, would you 
not then also say where it can be proven that over the years there re 
mains unhealthy spots in the economy where, as you have stated it 
and I was glad to hear you say it, substandard wages continue to 
exist, that we would have a healthier economy if we got rid of those 
unhealthy spots? 

Secretary Murtiter. We might, Mr. Congressman, and in so doing 
legislate them out of a job entirely and I think that might be a danger 
we should consider. 

Most of these areas to which you refer are located in small rural 
areas or in small communities where the cost of living is a lot different 
and where these opportunities for jobs at substandard wages would 
not.even be possible if they had to pay a higher rate forced on them 
by legislation. 

Mr. Roosrvetr. Mr. Secretary, I can take you to the State of Cali- 
fornia, in no small communities, and show you people who are receiy- 
ing less than a dollar minimum wage. I can take you to nearly every 
State inthe Union where that is so. 

I can also show you that while there was a time, Mr. Secretary, 
where there was this tremendous differential in the cost of living, 
that steadily this has been narrowed. 

It still exists to some extent, but it is steadily being narrowed. 

What you have said may have been true 20 years ago, Mr. Secre- 
ae fe but it just is not true any more. 

would love to go with you sometime and show you it is not true, 
but while I doubt if I could change your opinion, I certainly would 
like to try. 

My last question deals with something you have laid stress upon, 
which is the problem of foreign competition. You have stressed the 
export picture, but I think it also affects the import picture which 
you did not stress so much. 

I ‘would join with you, and I am sure my colleague, Mr. Dent, 
would join me in saying this is something which has given us great 
thought. 
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But the more we look into it, we are convinced that the same com- 

tition is going to exist whether we raise this or do not raise this, 
and this is not an argument against doing this fundamental thing 
for a relatively few people in the overall economy. 

Of course, i recognize you are going to say, go back to your other 
argument that it affects it all the way up the line, and I hope that 
maybe soon we can have some kind of leadership which will get 
people together not to defeat bills of this kind, but to think of affirma- 
tive actions, but I think it will eventually have to be on the inter- 
national level which can bring about a program to raise the standard 
of living and raise competitive conditions in other areas so that we 
get a more equal competitive position around the world as far as the 
wage picture affects it. 

Secretary Murtier. If I may say so, that is a very wishful thought, 
it seems to me, on your part. 

Mr. Roosrvert. Maybe it is, Mr. Secretary, but maybe some day we 
will have leadership where it is not a wishful thought. 

Secretary Muetier. On the other hand, Mr. Congressman, the dif- 
ferential between the wages in this country which are at the highest 
rate of the world, as we all know, is so much greater than that of any 
area, including the enlightened people of Europe. Our wage level 
is at a much greater level than that of any European country. There 
isn’t anything to compare with it, and when you consider the Far 
East, of course, our wage levels are 10 times what they are there. 

To endeavor in a fairly short space of time to raise the levels of 
those countries and interfere to the extent with their own internal 
economy, I question the propriety of it. 

I hope by persuasion we can do it and tend to do it but I think in 
the meantime, our own industries are going to be faced with situations 
that are going to cause a lot more difficulties before that can be 
brought about. 

Mr. Roosrevetr. I want to defer to the other members, but I would 
just like to say that I do not think that you will find that there is any 
more disparity today than there was when we had a 75-cent minimum 
wage and that when we raised it to a dollar, that in general it resulted 
in the same disparity being maintained. 

In fact, I actually believe that the figures will show that there is 
a less disparity today particularly as to Western Europe and that if 
we get the kind of leadership and exercise it properly, that the solu- 
tion to the problem is not to either hold our own wage level or to 
lower it, but is to let it go forward properly and then to exert every 
proper kind of pressure to bring competitive situations in other lands 
upwards in order to create a more healthy free-trade condition. 

Secretary Muetier. I was very happy to hear you make the state- 
ment that you would like to see our wage level on a natural basis, on 
an economic basis, come up rather than forced by legislation. 

At least that was the implication. 

Mr. Roosrvett. I did not say that. 

Secretary Muetier. No; but by implication. 

Mr. Lanprum. Before I recognize Mr. Ayers, I would like to have 
a statement made to me yesterday in the record by the sales manager 
for one of the large wholesale hardware companies in the southern 
part of the United States whose name is Mr. Bill Parker of Beck & 
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Grill Hardware Co. of Atlanta, Ga., who sells hardware to about 
four or five Southeastern States, one of the largest hardware whole- 
salers in the country. They had not sold a piece of wire manufac. 
tured in the United States since 1956. 

Mr. Dent. What is the point, Mr. Chairman ? 

Mr. Lanprum. The point is simply that Mr. Roosevelt says in his 
colloquy with the Secretary that this disparity between the foreign 
competition today is no worse than it was before we raised the mini- 
mum wage. 

Mr. Roosrverr. I did not say that, Mr. Chairman. All I said was 
that the disparity in wages was no greater today than it was at that 
time. 

Mr. Lanprum. Well, we grant that. 

Mr. Rooseverr. I am glad you grant it. 

Mr. Lanprum. We are talking about the effect of it. 

Mr. Denvr. Mr. Chairman, I think the record ought to be clear at 
least as to my way of thinking on that point because it is not fair—— 

Mr. Lanprum. Wait just a minute. We will delete that from the 
record and I will have it supplied in letter form. 

Mr. Dent. Just a minute. I am not doubting that, Mr. Chairman, 
I want it-in there. 

Mr. Lanprum. I will supply it in letter form. 

Mr. Dent. I do not question that the man told you that because 
I think it is true. 

I would like to answer that particular point before it gets out of 
the record at that point. 

Mr. Lanprum. I will recognize you later. 

I will recognize the gentleman from Ohio. 

Mr. Ayers. Mr. Secretary, I have enjoyed your statement. I ap- 
preciate your position. 

There is one thing that I would like to bring out that substantiates 
one of the points you made as to what certain areas could stand in 
the way of an increase. We have had a number of witnesses before 
the committee who are members of organized labor who have testified 
that they have negotiated many, many contracts under the present 
minimum and they would continue to negotiate contracts with the em- 
ployees that they represent for less money. 

When we asked them why, they said, well, that is all we could get. 

So I think you made a very valid point. 

Whenever we do have a minimum that is the starting point for the 
negotiator to work from and if he has not been able to me it in many 
of these areas where they are organized, I do not know whether the 
Government has the responsibility in the negotiations of wages or not. 

But I must say, Mr. Secretary, that it is a little confusing for some 
of us on the committee when Mr. Roosevelt asked you the question, 
was this the administration’s position. 

I do not think I will be able to evaluate your testimony as accurately 
now as I will be able to after Secretary Mitchell states his position 
because I have called the Department and I find that the Secretary of 
Labor is for a reasonable increase in the minimum and some practical 
extended coverage. 

So maybe we will have to get somewhere between the middle of your 
position and his because there is a variance. 
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Secretary Murtier. No, Mr. Ayers, there is no inconsistency with 
what he said and what I said, in general. 

I will say frankly I am speaking for the administration. The ad- 
ministration is opposed to this bill and to the raise to a dollar and a 
quarter and the extended coverage to which H.R. 4488 is directed. _ 

We are in favor of the extended coverage that was provided for in 
the Frelinghuysen bill. 

Now, to answer this other question with reference to the Secretary 
of Labor, under the statutory requirement of the minimum wage law 
or Fair Labor Standards Act, the Secretary of Labor must make a 
review of the economic and other effects of the enactment of such 
minimum wage in his opinion. 

Now, in his opinion after reviewing all of the factors involved last 
year, he made the statement that in his opinion a modest increase in 
the minimum wage at this time would not create the inimical results 
that the Congress was fearful might be caused and wanted informa- 
tionon. And with that I concur. 

Now, as far as stating what that modest increase may be, I think 
that is up to this committee, and the Congress to determine after 
examining all of these facts, after considering the inflationary impact 
that I have endeavored to bring out. 

As I say, when Secretary Mitchell made his report he did say that 
a modest increase would not create unemployment or cause distress 
in the low wage industries; I believe that is the phraseology. 

Well, that is one part of the picture. 

As I say, I concur fully init. From that standpoint the administra- 
tion is absolutely together on this. 

Mr. Roosevett. Except that you would not like to do it at all. 

Secretary Murtter. Wait a minute. I did not say that I would not. 

Mr. Roosevett. I thought you said you were constitutionally against 
this approach altogether. 

Secretary Murxier. Wait a minute. I said this, Mr. Roosevelt, 
that I feel that it is wrong to legislate in this area, but that is a per- 
sonal opinion. 

The law has been on the books some 25 years and I am not arguing 
with that now. The law is on the books, we administer it to the best 
of our ability and I think that it is a generally acknowledged fact 
that it is here. 

But I did not say that I was opposed to any increase. I am opposed 
to a dollar and a quarter. 

I concur in the Secretary’s comment with reference to his report; 
namely, that, a modest increase would not create this situation; that 
is, it would not create unemployment in his opinion, and I fully con- 
cur in that. 

Mr. Roosevett. Thank you, sir. 

Mr. Ayres. Thank you, Mr. Secretary. 

Mr. Lanprum. Mr. Dent. 

Mr. Dent. I note, Mr. Secretary, that you believe that any increase 
in the minimum would cause inflationary trend ? 

Secretary Murtter. First, I do not believe that raising the mini- 
mum from a dollar to a dollar and a quarter would be inflationary. 

But I believe fully and honestly and truthfully that that is a signal 
for a raise all along the line which would be Captian 
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Now, we have an average wage in this country in factory w 
of around $2.11. Now, if you have a twenty-five cents increase ist ol 
minimum wage, if you were a labor leader or an organizer, what would 
you do? Would you not immediately say, “Look, we have raised the 
minimum, let us get that same 25-cent differential” ? 

And if you add that 25-cent increase at $2.11, average price, you 
are going to have a 10-percent increase in wages at the average factory 
level, if that would happen. 

And I submit that it will happen or would Pekar 

Mr. Dent. Then, Mr. Mueller, you believe that we should not raise 
the minimum because that would immediately open up the danger of 
rises in the higher brackets of wages? 

Secretary Muetier. Right; beyond economic factors. 

Look, I am not against raising wages—don’t misunderstand me. 

Mr. Dent. I understand that, as long as it is not done. 

As I understand it, you think that the wage levels in the lower 
brackets are to stay where they are? 

Secretary Muetier. No; I did not say that. I do not think it can 
be read in my statement. I say they should be raised by economic 
method rather than by legislation. 

Mr. Dent. Have we no tried it in quite a few decades in this coun- 
try, and are we not in the same position in many, many full-bloom 
industries that have never raised their minimums except by Govern- 
ment edict? 

Secretary Murtier. I don’t believe I can accept that. 

Mr. Dent. We exempted the laundries the last time we had a go- 
around on minimum wage increases. Has there been an increase in 
laundries since that time? 

retary Mvetirr. I don’t know, sir. 

Mr. Dent. There has not been, I can tell you. Do not ask me how, 
but I can show you the dirty shirts. 

Would you then be against any increases by the Congress in postal 
workers’ salaries at this time, or Government employees in general? 

Secretary Murties. Of course, that is a different factor. That is 
not involved in this discussion here. 

Mr. Dent. Why not? It is inflationary. We do not think that 
oe minimum wage increase is inflationary, but we are now being told 
that it is. 

Do you not think that an increase in the wages and salaries of the 
thonsends of Federal employees might be inflationary to a certain 
extent ¢ 

Secretary Muetier. Inasmuch as in doing so it would force other 
wages up to a higher level by Government example. 

Mr. Dent, where is this thing all going to stop? Aren’t we going 
to have a continual rise in the price level all the time? Can’t we have 
a respite ? 

Mr. Dent. Were you very active between the years 1920 and 1928? 

Secretary Murtier. I was very active in business from the years 
1914, sir, right straight through until I came down here. 

Mr. Denr. I said between 1920 and 1928. 

Secretary Mueturr. I was exceedingly active. 

Mr. Den'r. Do you remember any increase in wages given in the 
United States—and name the industries that gave them ? 
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Secretary Murtier. Yes; the furniture industry, of which I was 
a very active member, increased their wages considerably at that time. 

Mr. Dent. 1920-28 ? 

Secretary Murtier. Yes, sir. We were paying at that time in my 
hometown for skilled help around $1.10 to $1.20 an hour, which was 
way above the average. 

Mr. Dent. Was that increase from 1920 to 1928 ? 

Secretary Muetuer. Yes, sir. 

Mr. Dent. Do you know of any major production industry in the 
United States that had an increase from 1920 to 1928 ? 

Secretary Muruuier. I think the automobile industry, but I would 
have to check it. 

Mr. Dent. Is it not true that the very talk that we hear now that 
we have reached the limit of our economic expansion insofar as wages 
are concerned, that the only thing that counts is the increase in the 
national product and not in wages themselves ? 

Can you as the Secretary of Commerce tell me how you increase the 
national product without increasing the buying power of those who 
purchase the national product? Can you tell me that? 

Secretary Mueuier. I don’t think you can, but let me say this: 
I have not said that we should not have increases in wa but I 
think they should be earned increases. I think you should increase 
the productivity. When you increase productivity you can give the 
proper share of that to the wage earner. 

r. Dent. Has that always been the case in the United States? 
Do you think that is where the wages got to where they are? 

Secretary Muruuer. I think the wages got to where they are from 
a number of factors, and that the general economy of the country 
has improved to a point where the wage earner and the worker and 
all labor income is a much greater percentage of the national income 
than it was back in these other days. 

In 1952—this may be a surprising figure to you—63 percent of our 
— income in this country was labor income, Last year it was 

0 percent. In other words, 70 percent of our total national income 
last year went to workers, whereas previously it was 63 percent. 

Eight years ago it was 63 percent. I can’t give you the percentage 
prior to that time, but I can get it for you. 

Mr. Dent. You know, I happen to own a few shares of stock I 
owned prior to that time and I seem to remember getting more stock 
splits and more dividends than I ever received before. 

Where did they get it if they gave it to labor and did not keep any ? 
_ Secretary Muetuer. I think statistics will show this: That the total 
income of corporations in this country has not gone up to the degree— 
now, individual companies may have had a successful operation where 
through one way or another they made an exceedingly good rate of 
profit, but on the average the total corporate profit in this country 
today is, I would say, not substantially greater than the total cor- 
porate profit was 10 years ago. 

Mr. Dent. We are not going to get into that because I think it 
would take quite a bit of time and because I have a very distinct 
Opinion in that matter and I question the figures that are given out 
today because they are not based upon total corporate investment 
but upon total corporate sales or total corporate shares of stock. 
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If you get back to the investment in those corporations you will 
find that the income per dollar invested is greater than any increases 
on production, labor, in the United States, than any given industry, 

will be glad to take it up with you sometime if you want to go 
into it. 

Secretary Muetter. I will be very happy to because I think we are 
distinctly at odds in our two figures. 

Mr. Dent. We are. I will be glad to sit down with you any time 
you set the date. 

Secretary Muetter. I will bring you the figures. 

Mr. Dent. Allright. I will have mine. 

Mr. Mueller, you said you believe in supply and demand? 

Secretary Muetxer. Right. 

Mr. Denr. Do you restrict that only to mines and mills and service 
industries, or would you say that the same philosophy extends into 
the growing of cotton and wheat and sugar and peanuts and tobacco! 

Secretary Murtier. Well, if we are going to get into the agricul- 
tural act, I will say this, that I feel one of our problems right now is 
that we have artificially set rates at which we have uneconomically 
produced a surplus. 

Mr. Denr. In other words, you believe then, am I to construe 
from that, that the farm subsidies should be abolished and we should 
now go back into the supply and demand in farm products the same 
as we do in onan arent products ? 

Secretary Murtier. We are going all over the lot on that. 

Mr. Denrt. No, we are not. It is the same basic situation. 

A farmer has only one stomach like a millworker regardless of how 
we look at it, sir. 

Mr. Roosrvett. Unless he has been in the Mayo Clinic. 

Mr. Denr. I know that we all have one stomach, but we Congress- 
men should have three heads or have the one we have examined. 

Secretary Mustter. I think that our present agricultural situation 
with the surpluses that are hanging over our head are the result of 
subsidies. 

Mr. Dent. You think that ? 

Secretary Musrxuer. Absolutely. I don’t think they would have 
been there if we had not had these subsidies. 

Mr. Dent. We are not so far apart on some things. I am very 
much a with your testimony so far as the foreign market is 
concerned. 

Do you honestly believe that the wage differential is responsible for 
ae of payments approaching $4 billion in our foreign 
trade 

Secretary Murturr. I did not say that. 

Mr. Dent. You do here. 

Secretary Muetzer. No, I donot. 

Mr. Dent. Look, we are only talking about wages. I would like 
to quote from your testimony. 

ecretary Muruirr. All right, you quote from it. 
Mr. Dent (reading) : 
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I now turn to another aspect in which the changes proposed in H.R. 4488 need 
to be examined. 

















MINIMUM WAGE-HOUR LEGISLATION 469 


Then you go into the imbalance of foreign trade. You further go 
on to say: 

* * * this lag in exports is that we are pricing ourselves out of foreign 
markets * * * 

If that has nothing to do with the wage differential why do you 
bring it in here under the minimum wage law ? 

Secretary Mueuuer. I stated first that because of the imbalance in 
payments we in the administration are making very determined efforts 
to increase our exports in order to reverse that imbalance. 

I did not say that that imbalance was due to wages. 

Mr. Dent. Then why do we have to study this bill in relationship 
to that, sir? 

Secretary Murttrr. Because this has to do with our endeavor to 
increase exports from this country. 

Mr. Denr. Are we going to increase exports by maintaining the 
wage level in the United States ? 

ecretary Mur.iER. We are not going to increase wages to the ex- 
tent greater than productivity so that we emphasize that differential 
that. we all know exists between foreign wages and ours. 

Mr. Dent. Mr. Mueller, you have been in business, as you said, from 
1914. 

Secretary Muetxier. That is right. 

Mr. Dent. Can you pick up any given period and pick any given 
country and show me where the differential in wages has been much 
less than what it is today, with Italy earning about $3 an average in 
their steel mills and our boys earning between $18 to $21 a day? 

Has it not always been true? My father left Italy when he was 
ao 40 cents a day and came to this country earning 80 cents a 

ay. 

You know what is doing it. I think you ought to take it and hit 
that particular angle, not this bill. 

What is doing it is American enterprise and American Govern- 
ment investment in foreign countries, giving them their know-how 
and producing the markets for them. 

That is all. 

Hong Kong pays 11 cents an hour. Yet you say an increase in the 
textiles would further give them an advantage. 

What advantage can they have better than what they have at 11 
cents to $1.52 average in textiles? 

If you do say it would go up 25 cents in textiles and they go to 
$1.71, an hour, that would not make one bit of difference in the 11-cent 
market from Hong Kong, sir. I think sp ogists that. 

Secretary Muruuer. I agree with you on that. e are not talking 
about the textile industry. 

Mr. Dent. You mentioned it. 

Secretary Muriuer. Certainly, because that happens to be one in- 
dustry that has intense foreign competition, but there are plenty of 
other industries that I can cite. 

Mr. Dent. The chairman made a remark here about a letter he 
received and I agree with him—everything he says is true—that there 
are many factories in this country that have not produced not only 
barbed wire, but they have not produced nails for 5 or 6 or 7 years. 
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The real reason for that is not the wage differential; I want the chair- 
man to know that. 

Secretary Muetuer. Yes, sir. 

Mr. Denr. It is because our nailmaking machinery has been put 
into the hands of these people making 11 cents an hour. 

We competed in every field all over the world when wages were 
at a greater differential than they are today. 

Mr. Roosrvett. May I also point out that the barbed-wire industry 
is under the minimum wage law and that, therefore, this situation he 
cited has nothing to do with the minimum wage. 

Secretary Mur.ier. No, I don’t think it does. 

Mr. Dent. Mr. Mueller, I want to say to you that we have to make 
up our minds, and you are a member of the administration and you 
are in charge of one of the departments that means more to the daily 
lives of the people, in my humble opinion, than any other department 
that you can name. 

I would say to you, sir, that we just cannot eat our cake and have 
it, too. We cannot give our markets away, give them the know-how 
and then come in here and talk about our wages being at such a dif- 
ferential. 

We either have to shut them out or knock our wages down to meet 
theirs if that is the case. That is what you ought to be talking about, 
sir, instead of saying keep the American wages down. You ought 
to be saying shut the door on the other imports, in my opinion, as 
Secretary of Commerce, because the everyday life of every Ameri- 
can depends on the philosophies and the policies of your department. 

Secretary Mue.zer. Four and a half million people are employed 
in this country on export commodities. 

Mr. Denr. I think that is the biggest piece of fakery that has ever 
been put out by anybody and I will prove it by the clock. 

Do you know why, sir? Because the same article you got that out 
of which says that 414 million Americans are employed in the expor- 
tation of around $21 billion volume that year, that we were only— 
now, get this—only taking away from Americans 600,000 jobs on 
an importation of $21 billion. 

Now where can any man with half an ounce of brains ever allow 
that to be put out as the truth. 

Secretary Muetier. May I correct that last importation of $21 
billion ? 

Mr. Dent. Twenty-one billion dollars a year. It was in the Read- 
er’s Digest and I will get you the article, Mr. Mueller. 

Secretary Muretier. That may be true, but that is not official. 

Mr. Dent. Quoting the Department of Commerce. 

Secretary Murtier. We never imported $21 billion in any length 
of time. Our imports last year were a little over $15 billion. 

T am talking about commodities. 

Mr. Dent. I am talking about the whole import field, sir. 

Secretary Murtier. You have to take tourist travel and all the 
invisibles when you get into that area, which has nothing to do with 
production. 

Mr. Dent. It does not? 

Secretary Murer. The invisibles, tourists? 
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Mr. Dent. You know, we used to use that word when we were 
talking about workman’s compensation. I found out that that was a 
pain you could not see. 

In other words, if you broke a leg they could compensate you for 
it, but if you had a bellyache, they could not do anything about it. 

Secretary MurELuLER. Because you were the only one who could tell 
you had one. 

Mr. Dent. That is right. 

I think, sir, that we are all talking in riddles in this country. I 
think it is time that the administration itself quit talking in riddles. 

Mr. Mitchell says he is in favor of a minimum-wage-law extension. 
He comes before the people with that proposal. He is Secretary of 
Labor. 

Another Cabinet officer says he is not for it. 

Secretary MuELLeR. Wait a minute. I never made that statement. 
I said I am in favor of the administration bill, sir. 

Mr. Dent. Now, there is another thing, sir, if there were not some 
ladies, sir, I would make a very trite remark about that. 

Are these 400,000, the people that you say will be covered by the 
administration bill, 400,000—— 

Secretary Murtuer. No; 21% million people will come under the 
coverage; 400,000 of those are below a dollar an hour now. 

Mr. . Are they the favored few? Is this based upon need 
or —— based upon whom we want to raise standards for at this 
time 

Secretary Mur.ier. We certainly don’t want to violate the Consti- 
tution of the United States in doing this. We feel that the commerce 
clause has been stretched about as far as it should be stretched and 
this comes within the commerce clause of the Constitution. 

Mr. Dent. Now, that is a case for the courts to decide, whether 
the people who are covered come within it. 

But to say that 400,000 in a more or less round figure ought to be 
given an increase, but that the other section of 614 million, or 7144 
million, ought not to be given an increase, are we determining that 
these people need it and that these others do not have to come up to 
standard 

If it is no good for the whole group, is it any good for any of them? 

What was said in the Bible, that which you do unto the least of my 
brethren, you shall do also unto Me. 

Mr. Hiesranp. Are we to imagine that the whole of 714 million 
people it is proposed to include under 4488 are below the minimum 
and all would get the raise ? 

Mr. Dent. All I am using are figures put out by the chamber of 
commerce which said that it would be 714 million and the amount 
would be the greatest inflationary blow to strike the country. 

Mr. Hriestanp. I suggest that the gentleman reread the statement. 

Mr, Denr. I have read it. I get letters on it in which they tell me 
that from the chamber of commerce statement 714 million people will 
be covered. 

me Hirstanp. Will be covered. Do you assume all will get the 
raise 

Mr. Dent. Do you know how many will? 

Mr. Hiestanp. No. 
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Mr. Dent. Why does not the chamber of commerce find out, then? 

Mr. Lanprum. The gentleman from Pennsylvania might like to 
read the record that he made several] days ago on this 714 million. 

Mr. Dent. That is right. I am just bringing up the fact that the 
misleading statement made to the general public and to the business 
members of the chamber of commerce, being a member, myself, is 
that we are passing legislation covering 714 million, the same as the 
man who represents them right here. 

Everyone knows we were not covering newsboys and he devoted a 
half hour covering the bill and there was not a thing in it that touched 
the newsboys. 

Mr. Lanprum. Let us see if we can get back on the track here. 

Mr. Dent. Weare on the track, sir. 

Mr. Lanprum. Let us move on because we have other members 
here. These matters can be discussed in executive session. 

Mr. Dent. Just a minute. This is very important. It is not for 
executive session. We just have to cover some of the things said here. 

I want Mr. Mueller to know this is not personal with me at all; it 
is a matter of a very serious question before the American people. 

Now, thinking in terms of the very people that they aim to help, you 
are talking about the dollar and a quarter— 

The inflationary forces set in motion by a raise to $1.25, at this time, could 
very quickly raise the cost of living so perceptibly as to rob them of any real 
benefit therefrom. 

Giving increases to those who are not covered by minimum-wage 
law, which does not help them a bit, are we going to give them a dif- 
ferent seat in the market place so that the increase given to steel, rub- 
ber, coal, to the other industries, and other large organized groups in 
this country, are not reflected in the higher cost of living to these 
people down at the substandard wage level. | 

Do we give them a separate bargaining place? Do they go to 
separate counters at the stores, or what ? 

ecretary Muetier. Of course, we are getting into the whole phi- 
losophy here of the situation. 

The impact of my testimony was this, to the effect, and it is very 
simple, that an increase in the minimum to a dollar and a quarter 
would immediately trigger off increases of about the same amount all 
the way along the line without any improvement in productivity, as 
there should be in my opinion, before you give increases in wages. 

I think any increases in wages that are not as a result of increases 
in productivity are bound to cause a higher price level. 

Mr. Roosrvett. Will you yield to me for a moment ? 

Mr. Dent. Go ahead. 

Mr. Roosrvett. Thank you. 

My economic studies may be all wrong, but everything I have ever 
studied shows that prices do not follow wage increases; that it. is 
exactly the reverse, and that if we are to follow anything along here 
we cannot simply say that because wages increases, prices go up. 

I do not think the record will show that at any point. 

But that is your contention, your fundamental contention ? 

Secretary Murtier. Absolutely. I will disagree with the economic 
philosophy that you have indicated because in the final analysis prac- 
tically all costs—— 
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Mr. Roosrvetr. All along the practice has been to raise wages in 
order to get fairly even with the increase in prices. That has been 
the historic pattern of the movement in this country for years. 

Secretary Murtuer. I happen to have been in business for many, 
many years and, when we figured our costs, labor was a very essential 
part and we always based our prices on the cost of our product. 

Now, when you have commodities—— 

Mr. Rooseve.t. Does not the steel industry do that; does not that 
add on and add on? They get an increase in wages and you know 
that what happens is that they add on to that, with every movement 
up the line the percentage of the profit is added on to it up the line 
so that the eventual price increase has no relationship at all to the 
increase in wages. 

Then we have to go back to try to get another wage increase again. 

So to come up here and say that prices always are in line with wage 
increases, Mr. hadeehuty, maybe we have a fundamental difference of 
opinion, but I certainly disagree with you. 

Secretary Muretirr. OK. 

Mr. Hrestanp. That is like deciding which came first, the chicken 
or the egg. 

Mr. Roosevetr. I do not think this is applicable here. 

Mr. Lanprum. Mr. Hiestand. 

Mr. Hiesranp. Mr. Secretary, I have to compliment you on your 
statement, not only on its brevity, but its effectiveness. It has stated 
a few very important points and has stated them well. 

Iam concerned, as we all are on this committee, about the effect 
of a proposed increase in the minimum upon our import competi- 
tion. The time was when we did not worry too much about com- 
petition from outside the United States, but this tremendous increase, 
almost unbridled increase, has concerned us. 

I know of your efforts and those of your Department in helping to 
promote exports in many ways and, of course, we are all in sympathy 
with that, but we are concerned about possible unemployment if im- 
ports continue to increase to this degree. 

Do you see any way we can hold the line and prevent unemploy- 
ment, nity simple way other than tariff increases and import limi- 
tations ? 

Secretary Muetier. Mr. Hiestand, of all the problems that I have, 
with which I am concerned as Secretary of Commerce, the one that 
you have just indicated is the one that gives me sleepless nights be- 
cause I think that the competitive situation with imports with our 
own domestic production will not be able to be solved simply. 

_ In other words, there is such a great differential and as Mr. Dent 
indicated, we have, for other reasons, reconstituted a wartorn Eu- 
rope and I believe on the overall policy, rightly so. 

ut, remember, as we make them better producers and receiving 
over income, which they have, we make better customers of them 
or our products which may not be competitive in nature. 

We make a lot of unique products in this country that at the 
present time are not exported. 

That is what we are endeavoring to do. 

In other words, if we can increase our exports to a much greater 
degree, we create employment in this country for that purpose. 
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Mr. Lanprum. Mr. Secretary, I have one or two brief questions 
with regard to the specific provisions of the act if you feel you can 
comment on them now. 

Baiscally the original Fair Labor Standards Act as I understand 
it, was passed to relate to only those people doing business in inter- 
state commerce. 

Secretary Mugtier. That is right. 

Mr. Lanprum. The effort was to, as far as possible, leave out of the 
coverage those people engaged in intrastate commerce ¢ 

Secretary MuELLER. Yes. 

Mr. Lanprum. Now, I notice in section 3(t) (6) of the proposed 
H.R. 4488 a provision which says that an— 

“employer engaged in any activity affecting commerce’ means an employer 
in any of the following categories who is engaged in any activity affecting 
commerce— 

and item (6) says— 

any enterprise where such employer is engaged in the business of construc- 
tion or reconstruction, or both, if the annual gross volume of sales of such 
enterprise is not less than $50,000. 

Now, do you feel under this provision that all employees of the 
enterprises will be covered if, for instance, the constructionman, the 
contractor, who sold locally produced materials in competition with 
materials produced, similar materials produced in interstate com- 
merce, although he was building a home within the State from prod- 
ucts manufactured wholly within that State ? 

Secretary Muetier. Yes, I would say that a reading of the act, a 
careful reading of it, would imply that. 

Mr. Lanprum. Would it be your opinion there would be no one in 
the construction or reconstruction industry who would be exempt 
under the act under this provision for, let us say, the simple reason 
that a fifty thousand dollar gross income would amount to about three 
houses in some areas or one house in another area, perhaps two in 
another area ¢ 

Secretary Muretier. I would say it would cover practically all con- 
struction people, the people engaged in construction. 

Mr. Roosrverr. However, it would not cover the type of fellow 
who is an independent contractor from the point of view of a car- 
penter who comes to your house to do repair work? He does not 
have a volume of $50,000. 

Secretary Murtier. No, I would not think it would affect him. 

Mr. Lanprum. He is not an employer. 

Secretary Muruier. He is an independent. contractor. 

Mr. Roosrvett. That is right, but he does employ somebody now 
and then to help him. 

Secretary MUELLER. It probably would not cover him. 

Mr. Lanprum. Now, the next question I have which I think you 
have answered, with this provision and other similar provisions of 
the proposed amendment, do we not almost totally wipe out any dis- 
tinction between intrastate and interstate commerce as the act applies? 

Secretary MUELLER. Yes, I would say we do wipe out all distinction. 
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Now, in the areas which have been indicated from time to time 
here, the competitive situation is such that at present costs we can- 
not meet them. There may be other factors involved. 

As to whether there should be restriction on that trade, on the 
import trade, that is a matter of very grave concern. 

If we increase roadblocks or put on quotas or increase tariffs, to 9 
great extent, we invite retailiation on our export trade and we curtail 
our ability to export. 

Mr. Hrestanp. In other words, they become ineffective. 

Secretary Muretier. They become ineffective. 

Of course, in basic, old school economics that country should pro- 
duce what it is best qualified to produce and the other country produce 
what it is best qualified to produce and they exchange those goods 
and as a result everybody is better off. 

Basically, fundamentally, that is true. But we have a highl 
complex society. We have a highly cr, | industrial ability in al 
of these more pa countries, especially in Europe. 

We are making products that are too much alike. I mean, there 
is too much similarity between our products so that this old school 
philosophy that I indicated is not quite as operative as it used to be, 

But I have great confidence in the ingenuity of the American busi- 
nessman to surmount this difficulty. I hope that we can evolve some 
way of solving this problem without inviting retaliation. 

We are trying to have the other countries remove the roadblocks 
and restrictions that they have put on our exports to their countries, 

Mr. Hrestranp. Have you had success ? 

Secretary Muriier. Yes, great success. Britain has eliminated al- 
most all of its roadblocks. 

Mr. Dent. Is it not true that of all of the seventeen hundred and 
some odd that Britain deleted from its tariff list to leave it open for 
American competition, that there is not an item on that that we can 
sell their market because of our cost. 

Let us not kid ourselves. 

Russia will be glad to let the bars down on caviar because we do 
not have any. If we did have, it would cost too much to make it. 

I do not like the record to show that we are getting anywhere 
with this. 

Secretary Muxtier. We are getting in a lot of places. I don’t 
agree with you. They have taken away their import restrictions on 
automobiles. 

Mr. Dent. That is true. 

Do you know what a Ford sells for in England? 

Secretary Murtzer. All right, yes, I do. 

Mr. Dent. Do you know that the tariff on it by the cubic displace 
ment of it is just about five times as much as we charge to an English 
Ford company under cubic displacement ? 

Let us not kid ourselves on this thing. 

Secretary Muetier. Let us work to reduce these things. We think 
we are accomplishing things when we do. 

Mr. Dent. You do? 

Secretary MuEtier. Yes. 

Mr. Hrestanp. That is all I have. 
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Thus it can be seen that employees’ compensation, as related to total national 
income, has increased over the period subsequent to 1952, whereas corporate 
income has in fact declined. 

Similar results are obtained if the computations are based on data for the 
eorporate sector of the economy only, and if the more prosperous year 1957 is 
substituted for 1958. 

Trusting that this information may serve to clarify the record and thanking 
you again for courtesies afforded me by you and your fellow subcommittee 
members, I am 

Sincerely yours, 
¥.. H. Mvuetxer, Secretary of Commerce. 
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Mr. Lannrum. Thank you, Mr. Secretary, for coming. We feel 
that the committee as a whole and individual members have bene- 
fited by your appearance. 

We thank you. 

I apologize again to you, sir, for being late, but I just simply got 
caught in my office with some other matters. 

Mr. Roosrvetr. May I ask one question of counsel. 

If what Mr. Landrum has said is true that would then be unconsti- 
tutional, would it not? 

Mr. Dopps. Yes, I think it would be a violation of the commerce 
clause, Mr. Roosevelt. ont 

Mr, Roosrvetr. Therefore, that is a judicial determination which 
will be made. 

Mr. Dopps. I beg your pardon? : 

Mr. Roosevetr. That is a judicial determination which can be made 
by the court as to whether or not what Mr. Landrum says is true? 

Mr. Dopps. Yes, but where this is as broad as it appears to be, I 
think the logical conclusion is that we depart from all prior concept 
of what constitutes interstate commerce. 

Mr. Lanprum. Let the record show that this is Mr. Dodds, the 
General Counsel of the Department of Commerce. 

We thank both you gentlemen for coming. 

Mr. Roosevett. Thank you, Mr. Secretary. 

Mr. Denr. Thank you, Mr. Secretary. a 

Mr. Lanprum. We will next have Mr. William T. Jobe, accom- 
panied by Mr. Holt Allen. 

Mr. Jobe is a representative of the National Ice Association. 

Mr. Jobe, do you desire to make a statement, or do you desire the 
statement to be made by the one accompanying you ? 

(The following letter and material was submitted by Secretary 
Mueller :) 

THE SECRETARY OF COMMERCE, 
Washington, D.C., April 20, 1960. 
Hon. Pui M. LANDRUM, 
Chairman, Subcommittee on Labor Standards, Committee on Education and 
mH Labor, House of Representatives, Washington, D.C. 

DearR Mr. CHAIRMAN: During my appearance on April 13, 1960, before your 
subcommittee respecting consideration of various proposed amendments to the 
Fair Labor Standards Act, I was interrogated by Congressman Dent on the 
subject of trends in personal and corporate incomes (transcript, p. 783 et seq). 
I made the observation that the percentage of our national income attributed to 
labor had risen from 63 percent in 1952 to 70 percent in 1959; but that corporate 
income had not increased significantly. Mr. Dent indicated disagreement with 
my statements. 

I have had an opportunity to check the accuracy of my statements and to 
review the relevant statistics which are to be found in Economic Indicators 
submitted in March 1960 to the Joint Economic Committee of Congress by the 
Council of Economic Advisers. 

According to the figures on page 3 of Economic Indicators (copy attached), 
it appears that in 1952 compensation of employees amounted to $195 billion out 
of $292.2 billion total national income or 66 percent; by 1958, the last full year 
for which comparable figures are available, it had increased to 70 percent. On 
the other hand, in 1952 corporate profits before taxes represented $36.7 billion 
out of total national income of $292.2 billion or 12 percent. In 1958 the respec- 
tive figures were $37.1 billion and $366.2 billion, or 10 percent. If we refer to 
page S of the publication and use corporate profits after taxes as the criterion, 
the respective figures for 1952 and 1958 would be 5.9 percent and 5.1 percent. 
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NATIONAL INCOME 


Compensation of employees (seasonally adjusted) increased in the fourth 
quarter of 1959. Farm and all other forms of national income also rose, with 
the exception of rentals which remained constant. 


















































[Billions of dollars) 
Proprietors’ Corporate profits and in- 
income ventory valuation ad- 
justment 
Com- Rental 
Total | pensa- income | Net in- 
Period national} tion of Busi- | of per- | terest Inven- 
income jemploy- ness sons Profits| tory 
ees! | Farm} and Total | before | valua- 
profes- taxes tion 
sional adjust- 
ment 
1949...... wodiiinn ib cuvianes 217.7 140.8 12.9 22.7 8.3 4.8 28. 2 26. 4 1.9 
Tt. -cocthanboocsabnade 241.9) 154.2 14.0 23.5 9.0 5.5 35.7 40.6 —5.0 
1951 on 279.3 | 180.3 16.3 26.0 9.4 6.3 41.0 42.2 —1.2 
1952 ° 292.2} 195.0 15.3 26.9 10.2 7.1 37.7 36.7 1.0 
SS...-cccccasnanneoseasnwe 305.6 | 208.8 13.3 27.4 10.5 8.2 37.3 38.3 —1.0 
A. .ccccccansaaincnoned 301.8 | 207.6 12.7 27.8 10.9 9.1 33.7 34.1 —.3 
| ERR ee 330.2 | 223.9 11.8 30. 4 10.7 10.4 43.1 44.9 —1.7 
1956--. ~ 350.8 | 242.5 11.6 32.1 10.9 11.7 42.0 44.7 —2.7 
Te <o~we one dibebsaennes 366.5 | 255.5 11.8 32.7 11.5 13.3 41.7 43.3 —1.5 
Blccncntod é diningadedeeiiienss 366.2 | 256.8 14.2 32.4 11.8 14.3 36.7 37.1 —.4 
TD... -ccntiaqibdeatasaeniiibes 398.5 | 277.4 11.8 34.5 12.0 15.6 (2) (?) () 
Seasonally adjusted annual rates 
1958: } 
lst GUATEER. -cccececentios 355.8 | 252.5 14.6 31.6 11.7 13.9 $1.5 32.0 —.4 
pC sens 358.9 | 253.2 13.9 32.0 11.8 14.1 33. 8 33. 6 2 
90 GURNEE. csevvsstences 369. 5 258. 5 14.2 32.6 11.9 14.4; 38.0 38.3 —.3 
-_ QUEMBNE Lo. a sccccece 380.4] 2629] 141] 332) 12.9] 147| 435 44.6| —L1 
Ist quarter...... étbiein 389.4 | 269.9 13.2 33.7 12.0 15.1 45.5 46.5 —.9 
90 GUSTER... cccoconweses 403.9 | 278.9 12.1 34.5 12.0 15.4 51.0 52.6 —1.6 
9d GUOTEE ca cccadscnnss 398.2 | 279.3 10.3 34.8 12.0 15.8 46.0 46.4 —.3 
4th quarter...........-- (2) 281.6 11.6 35.1 12.0 16.1 (?) (?) (2) 
| 

















1 Includes employer contributions for social insurance. (See also p. 4.) 
2 Not available. 


Source: Department of Commerce, 





Cc 
$46. 
1949 
1950 
1951 
1952 
1953 
1954 
1955, 
1956 
1957 
1958 
1959 
1958 
1959 

1] 
N 
8 
ST 
co 
co 
in 
N. 
cu 
it 
se 
m 
l 


as 
or 
as 














I~ anda cme ever ntiresparsennenta tanireeeiricmns aetna 
“CPG SHHOD LW. a 
LEME OE MOLL TH TEA LEAR Od ROUTER OM a 


Se6t S64 i } 








CT SO 


eo | ‘ mr 4 es ee ‘ * 4 et 





oe 








ot OF 











ov oe ae Ae 4 “a oer a oe = °° 





GBRVL BRAY $1) Hed 


wre non 








OG : ° ~ sth: tnintnese this gemnaminrininninniisinnnisinenninminnrinnmmnmenmmmmntimy 
SIV: BeOess £41 76d 


MINIMUM WAGE-HOUR LEGISLATION 














oe sonstesiatinitemamencapseesipicsssiaiiiainibaiic liaise — sarsercesettesestmansthinsoteearsegsntsivirssanaietsrt nase meneame eiminitimercrinmininimmrmirin nmin Ye 





SRAVe WRN BELRATO! a) Hee HG 




















‘ 

i 

' — ~ ronenemensnitnemntses ~rarinnssinsed 
‘ 


ip SUV TOS 2 SHON Sa THO AD BNO’ TH “i 
Pie PS ae ae ae meee | 


z 
























MINIMUM WAGE-HOUR LEGISLATION 481 


CORPORATE PROFITS 


Corporate profits before taxes in the third quarter of 1959 are estimated at 
$46.4 billion (seasonally adjusted annual rate). 























[Billions of dollars] 
Corporate profits after taxes 
Corporate | Corporate 
Period profits be- | tax liabil- 
fore taxes ity Dividend Undis- 
Total payments | tributed 
profits 

BOR. . conceal SUR ntidechobectadbud 26. 4 10.4 16.0 7.5 8.5 
i ccbnccumwainianemneneheciheaauhdiccdieie 40.6 17.9 22.8 9.2 13.6 
énéndanneatuteloqudetutbidcbbunibadeukignd 42.2 22.4 19.7 9.0 10.7 
EE ae ae eee eee 36.7 19.5 17.2 9.0 8.3 
PA biiebndbecbebhdiinigciubeluLesiledsicd 38.3 20. 2 18.1 9.2 8.9 
Pid cngcmeny techn sneinidn ays} bb ckihaned 34.1 17.2 16.8 9.8 7.0 
BE Kis bres ch-bepas vcater eng: ot tiaeessiesionreng eo neideiiaeeata 44.9 21.8 23.0 11.2 11.8 
DG soacdbacidbebuahsnssshdabtebencouaee 44.7 21.2 23. 5 12.1 11.3 
LS Aetiaie- diirdtbin tani sitine whe wan ctttealiniatnn hibited 43.3 21.1 22. 2 12.5 9.7 
BG s chidacidechiddecncbabwbuwbiiede bhehueld 37.1 18.2 18.9 12.4 6.5 

sap ssn lnep ori us sdhn ss cheed tetseniek heii pinata () (4) () 13.2 (1) 

Seasonally adjusted annual rates 
1958: 

OE OE 6 oi52 otto sctedetiotaamabesced 32.0 15.7 16.3 12.7 3.6 
0 ER ERS ier 33.6 16.5 17.1 12. 6 4.5 
SER ER ee Ee Oe PIPES 38.3 18.8 19. 5 12.6 6.9 
. ES RT a a ee 44.6 21.9 22.7 12.0 10.7 
OE CONOR ntitink. capncnccinksovedesy 46.5 22.6 23.8 12.8 11.1 
tte cate Dk, reel a 52.6 25. 6 27.0 13.0 14.0 
REE eS PT Pe Pe 46.4 22.6 23.8 13.4 10.4 

I ae Te () () (4) 13.6 (1) 




















1 Not available. 
Nore.—See p. 3 for profits before taxes and after inventory valuation adjustment. 
Source: Department of Commeree. 


STATEMENT OF HOLT ALLEN, REIDSVILLE, N.C., ACCOMPANIED BY 
WILLIAM T. JOBE, EXECUTIVE VICE PRESIDENT AND GENERAL 
COUNSEL, NATIONAL ICE ASSOCIATION 


Mr. Jose. Mr. Chairman, I want to say for the benefit of your 
committee members with whom I am not as well acquainted perhaps 
as I am with you, that I am the executive vice president and general 
counsel of the National Ice Association and I have the pleasure of 
introducing to you and to the committee, Mr. Allen from Reidsville, 
N.C., who will speak not only for himself, but for our association. 

I had a second witness from Illinois scheduled to appear, but cir- 
cumstances developed a couple of days ago beyond his control making 
it impossible for hein to be here, for which I apologize. 

I now present to you Mr. Allen. 

Mr. Lanprum. Now, before we get into Mr, Allen’s statement, there 
seems to be some concern on the part of some members of the com- 
mittee about just which section of the act your testimony could be 
directed to, 

Would you indicate that in the beginning, Mr. Jobe, or Mr. Allen, 
or which section of the amendment ? 

Mr. AriEeNn. We are pleading for a status quo of the act to leave it 
as it is. 
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Mr. Roosrvet. I think the question was, Mr. Allen, you represent 
the ice industry, do you consider yourself under the act today or not 
under the act. i 

Mr. Auten. Yes; part of our members are under it; part of them 
are not. 

Mr. Roosrver. Of the ones who are not under the act, how would 
they be affected by the amendment that we are proposing here? 

mean, they would naturally be affected, those who are not under 
it, if you are paying less than a dollar and a quarter in the ice 
industry. 

However, coverage does not come into it; is that correct? 

Mr. Auten. Yes, on page 5 of H.R. 4488, No. 7, it says: 

Any enterprise where such employer has one or more employees engaged in 
commerce or in the production of goods for commerce if the annual gross volume 
of the sales of such enterprise is not less than $50,000. 

Mr. Lanprum. It is that section of the amendment to which you 
direct your testimony ? 

Mr. ALLEN. We are particularly interested in that section. 

Mr. Lanprum. Go ahead, I wanted the record to show that. 

Mr, Auten. Mr. Chairman, my name is O. Holt Allen. I am ac- 
tively engaged in the ice business. 

I appear before you today in my own behalf and as a representative 
of the National Ice Association, to discuss briefly the proposals you 
are considering relative to amending the wage-hour law. 

As a spokesman for our national association, I am speaking for 
approximately 1,200 ice companies scattered throughout every State 
in the Union. Our national association is the only recognized and 
accredited organization representing the ice industry. 

The 1,200 ice companies for which I speak are, by every standard of 
measurement, typically small businesses. Collectively, they are re- 
sponsible for the production and distribution of approximately 80 
percent of the ice sold in the United States. 

In 1959 the industry sold approximately 2214 million tons of ice. 

I mention these few statistics in order that you may be better ac- 
quainted with the industry that I am attempting to represent. 

In my personal capacity, I am a partner in a small ice company in 
Riedsville, N.C., a town of 15,000 population. Our company operates 
an ice plant of 30 tons daily capacity. 

We also operate a coal yard in conjunction with our ice business. 
We employ five people, exclusive of office help, on a year-around 
basis. 

During the winter months additional help is required. Two of our 
employees work in connection with the ice plant throughout the year. 
One operates a delivery route, the other pulls ice and looks after the 
machinery in the plant. 

The capacity of our plant is below the average for the industry asa 
whole, the average size ice plant throughout the industry being 40 
tons of ice daily capacity. 

Meanwhile, the capacity of our plant exceeds our demand by at least 


50 percent even during the summer season. — ; ; i 
his identical problem of excess capacity exists in almost all ice 
plants operating today. 
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For the past 10 years the ice industry has been confronted with an 
ever shrinking market. For example, in 1950, our plant operated five 
delivery routes. Today we operate one. 

In 1950 our plant produced 3,000 tons of ice. Last year we pro- 
duced 1,400 tons. 

According to the recently released 1959 Census of Manufacturers, 
the ice industry has 29 percent fewer employees than in 1954, and 31 
percent fewer companies with 20 employees or more. 

We in the ice industry are attempting to protect our investment 
and adjust our operations to an ever- nee market. 

For these reasons alone, gentlemen, I believe you can understand 
and appreciate our concern over any factor that would increase an 
already existing burden of operation or make it more difficult for us 
to stay in business. 

My appearance today is for the sole purpose of petitioning you to 
leave unchanged the existing provisions of the Fair Labor Standards 
Act, both as to wage requirements and as to coverage. 

The ice industry is very much concerned, and greatly disturbed 
over the proposals you are considering to raise the minimum wage 
and to expand the coverage of the act. 

Labor is the greatest single item in the cost of producing ice. Spe- 
cifically it represents between 65 and 70 percent of the total cost. 

Moreover, there is no flexibility in the use of the iceplant equip- 
ment; ice is the only product that an iceplant can produce. 

Mr. Lanprum. Mr. Allen, would you yield at that point ? 

One of the members has another engagement and he desires to get 
a remark into the record. 

Mr. Dent. I want you to know that I have gone through your tes- 
timony pretty well, and I find that on page 11 you sum it up pretty 
well in the question of the differential between the proposed cutoff as 
the annual gross figure being the real bone of contention. 

I want to assure you before I leave that this has given me some 
worry, too, and I hope we will give that a great deal more considera- 
tion than we have up to date. 

Mr. Auten. May I make one remark with regard to that before 
you leave? 

Mr. Dent. Yes. 

Mr. Auuen. In the definition of the word “produced” it specifically 
says “handled and transported.” 

So not only would our ice industry be covered under $50,000, any- 
ey in the coal business that also transported coal would be cov- 
ered under the $50,000 provision. 

Mr. Dent. You are covering that subject and that will be a very 
valuable contribution. 

I am sorry I cannot stay here to hear all of your testimony, but I 
am sympathetic to that procedure. 

Mr. Aten. Thank you, sir. 

There are other peculiar characteristics in the business. For ex- 
ample, it is strictly seasonal with over 50 percent of the total annual 
production of ice being produced and distributed within approxi- 
mately a 90 day period, during the peak summer months. 

In some areas, this period may be as short as 40 days. 
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Notwithstanding this limitation our industry must maintain a labor 
force on a year-round basis. Otherwise, it would be faced with the 
opening of the ice season with totally inexperienced help ? 

The seasonal nature of the ice industry means that the wages of 
our employees must be subsidized during the winter months in order 
that these employees will have reasonable income on which to live 
during a period when there is very little work required. 

Consequently, we wish to avoid the expense of time and one-half 
during the short summer ice season. 

The ice business is not one that can be operated on a 40-hour week 
basis. Once the summer season begins, the ice business is a 7-day 
week, 24-hour round-the-clock proposition. During the winter 
months a 20-hour week, or less, is quite common among many ice 
companies, especially the smaller ones. 

It is true that many of our larger companies have diversified their 
business in order to give them a more stable load factor of operations 
on a year-round basis. For the majority of small ice companies, 
however, diversification to this degree has not been possible. 

Mr. Roosevert. Could I ask you again just to clarify it, there is 
no exemption at the present though in the law, is there, for ice 
companies ¢ 

r. ALLEN. Yes, we are under the retail exemption. 

Mr. Rooseveit. You come under the retail exemption ? 

Mr. Jose. 13(a) (4). 

Mr. Roosevett. Thank you. 

Mr. Auten. If I may, I would like to describe briefly the experi- 
ence we had this past year with the one and only remaining ice de- 
livery route we operate. 

Our total revenue from this route was $5,070.68. We paid the 
man who operated this route $45 a week on a guaranteed basis. If 
he worked in excess of 8 hours per day he received 90 cents per hour 
additional pay. 

During the winter months he completed his work in half a day or 
less, while in the summer months he worked on an average of between 
8 and 9 hours per day. 

For the year 1959 this man earned $2,412.50. 

The expense of operating his truck amounted to $1,200, which meant 
that of the $5,000 revenue from this route only $1,400 was left after 
deducting the delivery expenses. 

What’s more, of this remaining $1,400 no allowance was made for 
manufacturing or overhead expenses. 

Obviously, any change that results in increased expenses, created 
by a higher wage rate or from overtime, or that causes our sales to 
decrease due to our having to raise the price of ice, will mean the 
abandonment of this delivery route. 

Our customers will be without serices of ice delivery, this employee 
with 25 years of service will be without a job, and our little ice com- 
pany will suffer from this loss of sale. 

Additional increases in the cost of operation cannot be absorbed 
by us, nor can they be passed along very easily to our customers, be- 
cause for us to do so would mean that they would seek another source 
of ice supply. 
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WHAT WOULD THIS SOURCE OF SUPPLY BE? 


It very likely would be the small mechanical icemaker, which can 
be purchased and installed on the customer’s own premises. These 
andl machines are cutting deeply into many of our commercial 
markets. 

Another point I wish to stress with you is that the ice business is 
strictly local. It has always been recognized as a part and parcel 
of the local community in which it was conducted. Ice is by its very 
nature extremely perishable. This renders it impractical, if not im- 
possible, to transport it long distances. It must be consumed at the 
point of production. 

Thus, gentlemen, I am talking about a business that is not only 
small, but one that is predominantly local in character. Of those 
companies that own and operate multiple establishments, each is con- 
sidered a small neighborhood enterprise, a separate and distinct op- 
eration, built primarily to service and support the ice requirements 
of the area immediately adjacent to the plant’s particular location. 

Again, the ice business, in the main, is basically as local as the 
corner delicatessen or the bakery shop. 

Today more ice is being used than ever before in the history of the 
country. Unfortunately, however, the icemen who comprise our in- 
dustry are supplying an ever-decreasing amount of this ice. The 
volume currently being produced by the mechanical icemaker already 
referred to is constantly increasing. 

Any increase in the current wage rate now being paid by small ice 
companies will intensify their burden of staying in business. 

With us it is not only the increased minimum that worries us, but, 
more particularly, the maintenance of wage differentials among our 
company employees. 

Furthermore, we, as ice company employers, must procure our em- 
ployees from the same labor market as all other employers. Herein 
rests one of the most troublesome aspects of the wage-hour law. 

As I understand it, the law was originally designed to cover only 
those who are engaged in or concerned with interstate commerce. 
From a practical standpoint however, today’s application and con- 
cept of the statute goes far beyond any such intended scope. 

he price of ice Ra changed only slightly during the last 30 years. 
In 1959 the average price per ton of ice sold throughout the United 
States was $8.91. 

In 1930, 30 years ago, the average price of ice was $7.41 per ton. 
How many products can you buy today at prices only 20 percent more 
than they were 30 years ago? 

This, gentlemen, explains why the ice business in hundreds of small 
towns and urban communities cannot afford high wage scales because 
its margin of profit is so small. 

For the most part employees in our industry are unskilled. Some 
consideration should be given to the effect that restrictive legislation 
regarding wages and hours has on these employees. When business 
is confronted with an artificial floor under wages and restrictions on 
“saan it tries to adjust to these conditions by upgrading its labor 

orce. 
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As a result, these unskilled and less productive employees become 
unemployed. er 

As more businesses become covered by this legislation it becomes 
increasingly difficult for this type of labor to fin a ment, — 

A quote from the March 19 issue of Business Week magazine 
follows: 

When you look at the figures on unemployment you'll note a new concern, 
There’s a growing group of people, largely the unskilled, who simply can’t find 
work. We're seeing the emergence of a new group of unemployables—and a 
difficult one to deal with. 

The situation, Labor Department economists think, goes much deeper than 
merely geographical concentration in chronically depressed areas of West 
Virginia, Pennsylvania, and New England. 

In every corner of the Nation the new unemployment is striking at four 
et the unskilled, the Negro, the young worker, and increasingly the older 
worker. 

Take a look at these two figures: for professional and technical workers, 
unemployment is virtually nonexistent—only 1.6 percent in February. But for 
the laborers, the unskilled, the rate was 14.7 percent or one out of every seven. 

To these people a job at $1 per hour is better than no job at a rate 
of $1.25 per hour. 

Every increase in wages without an increase in production results 
in an increase in the cost and the price of what you make. Fewer peo- 
ple buy the higher price product, more do without, and the end result 
is fewer jobs in the industry. 

Mr. Chairman, we are especially concerned with the language of 
H.R. 4488. We think it is so broad as to permit its being interpreted 
in a manner detrimental to our industry. 

Under the existing law a number of ice plants are exempt from 
coverage under the retail establishment exemption. My little 30-ton 
plant is one of these. Without the exemption contained in section 
13(a) (4) of the present act, my company would be covered. 

Under H.R. 4488 I fear I would lose my present exemptions. 

It is not the proposed $500,000 cutoff figure that bothers me. In- 
stead, it is the $50,000 annual gross volume figure mentioned in section 
3(t) (7) that is disturbing. 

Mr. Chairman, I can see no justification or reason in the world for 
the Federal Government coming into my little town of 15,000 people 
down in North Carolina and specifying to me how much I must pay 
my employees. I do not believe the original framers of the wage 
hour law ever contemplated such an intention or purpose. 

My business is indeed a small one. I am having a terrific strug- 
gle keeping it going. On its behalf, together with the hun 
of ice companies across the country similarly situated, I beseech 
you to leave us alone insofar as putting further restrictions on us 
through the medium of this proposed legislation. 

Thank you, Mr. Chairman. 

Mr. Lanprum. Thank you, Mr. Allen. 

Mr. Roosevelt, do you have questions? 

Mr. Roosevetr. Mr. Allen, of the 1,200 ice companies which you 


represent, what would you say is their average volume? 
r. Auten. I have not figured it out. There were 2214 million 
‘tons sold for the industry. 
Mr. Roosrvett. That is the entire industry ? 
Mr. Auten. Yes. 
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Mr. Roosevett. Your 1,200 does not represent them ? q 

Mr. Auten. We represent approximately 80 percent of all the ice- 
plants in the country. Mais 

Mr. Roosevett. You represent about 16 million. 

Of the 1,200, what numbers of those are just in the ice business and 
are not also in coal, wood, or other business? 

Mr. Auten. I could not answer that question. Most of them are 
diversified. 

I know in our area most iceplants are also in the coal business. 

Mr. Roosevetr. So that in actuality do they get an exemption un- 
der the retail section for all of their business ? 

Mr. Auten. As long as not over 25 percent of their business is for 
purposes of resale. That is nonretail. As long as they have 75 per- 
cent or more in a retail category, they are exempt. 

Mr. Roosevett. Therefore, if the $500,000, or greater, figure were 
used, have you figured out how many of the 1,200 would be exempt? 

Mr. Auten. No, sir. 

Mr. Roosevetr. It would probably be the vast majority. 

Mr. Auten. I would say most of the larger companies are covered 
because most. of the larger companies sell ice at wholesale and they 
lose their retail exemption because most of the larger companies have 
dealers who sell for them. 

Mr. Roosrvetr. So the $500,000 figure would cover you if it was 
made to appy; is that correct / 

Mr. ALLEN. Yes, sir. 

Mr. Lanprum. Do you mean you would cover him? 

Mr. ALLEN. No, we do not have sales of $500,000. 

Mr. Lanprum. But you would be exempted, that is what I mean to 
say, the majority of your companies would be exempted ? 

Mr. ALLEN. It depends on the interpretation of (t). 

Mr. Roosrvett. ie I have told the chairman, if the language on 
page 5, sections 6 and 7, were changed to conform to the rest of the 
bill, or the retail exemption of $500,000 you would be essentially 
taken care of in respect to your industry ? 

Mr. Auten. I think so far as our area is concerned, $500,000 would 
exempt most of them. 

However, this definition of the word “production” also covers some 
people who are in the ice business who are diversified into other busi- 
ness, such as coal. 

Mr. Roosevetr. Yes, but again if we go to the $500,000 figure, even 
with that interpretation, you would be exempt ? 

Mr. Auten. Affecting commerce? 

Mr. Roosevetr. Yes. 

Mr. Aten. I believe not, because we are icing poultry trucks in our 
area that cross over State lines. We actually had to come into our 
plant a labor inspector 2 or 3 years ago who contended that 15 percent 
of our ice production—this is exclusive of our other sales—15 percent 
of our ice production which was put on poultry trucks and produce 
trucks were sales ouside the State. It took us a year to get. a clarifica- 
tion of the ruling which finally the Labor Department. admitted they 
were wrong in saying that ice put on a truck in front of our steps was 
a sale outside the State. 
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Mr. Roosrvetr. Of course, I have to agree with you. I cannot do 
much about the administration, but that certainly would not be our 
intention in any way, shape, or form, and I am sure the legislative 
history will show that. 

Mr. Auten. I am sure the wording of the definition of “production” 
and also part (7) should be changed because your intentions might 
not be the same as the labor inspector when he comes in and he reads 
the terms of the act. 

Mr. Roosrvettr. They are supposed to be exactly the same. We 
will try to make it so clear that they will be. 

Mr. Auten. We hope you will. 

Mr. Lanprum. I think the Chair will have to agree with Mr. Allen 
there that I have not found much agreement between the Wage Hour 
Administration and the Labor Department and what some of us con- 
tend up here, any way. 

Mr. Roosevetr. That is all. 

Mr. Lanprum. Now, it is your contention, Mr. Allen, that the defi- 
nition of “produced” as it appears in section (3) of the amendment, 
paragraph (g), would, irrespective of any treatment of items 6 and7 
on page 5, probably bring you under coverage; is that right? 

Mr. Auten. I think so. I don’t see how a man could haul a ton of 
coal without being considered to be transporting it. 

Mr. Lanprum. You are saying that when we define “produce” to 
mean “manufactured,” which you do, do you not-—— 

Mr. Auten. That is right. 

Mr. Lanprum. Or handled, which you do not, do you? 

Mr. Aten. That is right. 

Mr. Lanprum. That that definition applied to the word “produced” 
automatically puts you under that, regardless of whether you sell 50 
cents worth or $50,000 worth? 

Mr. Auten. Or whether I sell any item other than ice. 

I don’t know of anything we could sell that we don’t handle. 

Mr. Lanprvum. I just want to make clear or to see if I am clear on 
exactly what your contention is with regard to that. 

Mr. Roosrvett. May I clarify this, myself, because this is a tech- 
nical point. 

In other words, you claim it would apply to all of the process, not 
to just the distribution end of it, under this interpretation ? 

Mr. Auten. That is right, and anything else that we handle in addi- 
tion to ice. 

Mr. Lanprum. How do you make ice if you do not manufacture it! 

Mr. Aten. Well, we manufacture ice. I am not contending that 
we don’t, but I contend that we have sales of other commodities other 
than ice, such as coal, that we handle and transport and that would 
cover us under this item (t) (A) (7), because we handle coal. 

Regardless of whether we have $50,000 worth of ice sales, we would 
still be covered because they lump everything in your entire price to- 
gether in determining these figures. 

Mr. Roosevetr. Your contention is that you would come under the 
entire act and you would not be affected by the $500,000 exemption 
because you are handling coal which would not be exempted ? 

Mr. Aten. Coal would not be exempted as I see it. 
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Mr. Roosrvett. Therefore, you would lose your exemption on the 
retailing level no matter what it would be? 

Mr. Auten. Yes, sir; regardless of what it was, if it was over $50,000 
in sales. 

Mr. Lanprum. Under this definition ? 

Mr. Auten. Under this definition of the word “produced,” sir. 

Mr. Lanprum. We will certainly put that point to the legal people 
because I have never heard that raised before. It certainly would not 
be the intention of some of us to say that if I was retailing dresses for 
instance, and the manufacturer of the dress business was certainly in 
interstate business, that that would automatically lose me simply be- 
cause I handled their dresses, lose me the entire exemption under the 
retailing provision. 

That would seem to me to be almost a preposterous thought. 

Mr. AtLeN. Would you consider the word “transporting” to mean 
that you put a ton of coal on a truck and haul it a half mile to some- 
body else’s house, is that transporting ? 

Mr. Lanprum. I think what it is aimed at is if the operation of 
transporting it comes under the act, we want to bring you under the 
act as part of your retail operation. 

All we are saying is that if you are in the business—let us say you 
are a big company like W. T. Grant & Co., and you are in the retailing 
business, we are saying that the transportation end of your business 
must also be included in your retail operation. 

We are not saying that just automatically because somebody else 
makes dresses, that that should lose you your exemption under it. 
We are bringing into the coverage the transportation end of your 
retail business. 

Mr. AttEN. Possibly that should be clarified in the act because I did 
not get that interpretation from reading the definition of the word 
“produced.” 

Mr. Lanprum. We will certainly look at it again, very carefully, 
and if necessary, in order that there can be no question about it, by 
the legislative history or in the report we can make it very clear what 
the purpose is. 

Mr. Hiestand ? 

Mr. Hiestanp. Mr. Allen, I would like to compliment you on your 
statement. To me it is a very effective statement in behalf of the 
small business, in behalf of the individual enterprise system, the free 
enterprise system which made this country great. 

You are an example of it and I think we should do nothing to 
throw blocks in the way of as sound and fine operation as that. 

Mr. Roosrverr. Will the gentleman yield? I want to agree with 
him 100 percent. 

Mr. Higestanp. I knew my colleague would. Thank you. 

_ I think it should be made clear for the record, however, that even 
if you are excluded by reason of volume or definition, you still are 
included in competition for people and for wages. Is that not a fact? 

Mr. Auten. That is although I think this matter of your un- 
skilled workers should be considered very seriously because in our 
area we are having them come into our place of business almost daily 
hunting work. 
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This was the thing I referred to in my statement, that thesg 

people—— be: 

Mr. Roosevett. Would the gentleman yield ? = 
Poaunks we are going to help if we 

1 find a place to work 


That is exactly the kind o 
successful in exempting you because they wi 
with you under the exemption. 

Mr. Auten. That is right. 

Mr. Hrestanp. Unless by law if we adjust his whole salary se 
and put him out of business and cut him down. 

r. ALLEN. We are continually increasing the coverage through 
ne A and there are less and less places for these people to fing 
wor 

In our State this past legislature passed a minimum wage act 
the laundries were the ones that were affected by it. They opera 
on a piece rate basis and those who don’t make the piece rate vy 
discharged. 

They are no better off. I don’t see that they became wards of the 
welfare department and the unemployment bureau. = 

Mr. Hiesranp. That is all, Mr. Chairman. 

Thank you, Mr. Allen, very much. . 

Mr. Lanprum. We thank you, Mr. Allen, and Mr. Jobe for you 
contribution. ; 

As Mr. Roosevelt has suggested earlier, the committee will gi 
very careful study to the points you have raised here. 

With that, we are adjourned until Tuesday, April 19, at 10 ool 

(Thereupon, at 11:45 a.m., the committee was recessed, to reconyv 
at 10 a.m. Tuesday, April 19, "1960. ) 
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